Health.  Care 
Financing 


Grants  and 
Contracts  Report 


Short-Term  Evaluation  of  Medicaid:  Selected  Issues 


Health  Care 
Financing 


The  Office  of  Research  and  Demonstrations,  Health 
Care  Financing  Administration,  directs  more  than  300 
intramural  and  extramural  research,  demonstration,  and 
evaluation  projects.  These  projects  seek  alternate  ways 
to  finance,  organize,  and  deliver  health  services,  as  well 
as  assess  the  impact  of  Federal  programs  on  health  care 
costs,  providers,  and  beneficiaries.  The  Health  Care 
Financing  Grants  and  Contracts  Report  series  represents 
the  final  reports  from  selected  extramural  projects  fund- 
ed by  the  Office  of  Research  and  Demonstrations.  The 
statements  and  data  contained  in  each  report  are  solely 
those  of  the  contractor  or  grantee  and  do  not  express 
any  official  opinion  of  or  endorsment  by  the  Health  Care 
Financing  Administration. 


Short-Term  Evaluation  of  Medicaid:  Selected  Issues 
provides  policy-relevant  analyses  based  on  information 
currently  available  from  the  Health  Care  Financing  Ad- 
ministration's Medicaid  data  bases.  This  report  focuses 
on  the  trends  over  time  in  Medicaid  utilization  and  ex- 
penditures; the  effect  of  eligibility  decisions  on  programs 
costs;  trends  in  utilization  and  expenditures  for  institu- 
tionalized persons;  characteristics  and  costs  of  persons 
enrolled  in  both  Medicaid  and  Medicare;  and  current 
State  program  changes. 


For  sale  by  the  Superintendent  of  Documents,  U.S.  Government  Printing  Office 
Washington,  D.C.  20402 


Health  Care 
Financing 


Grants  and 

Contracts 

Report 


Short-Term  Evaluation  of 
Medicaid:  Selected  Issues 


U.S.  Department  of  Health  and  Human  Services 
Health  Care  Financing  Administration 
Office  of  Research  and  Demonstrations 
Baltimore,  Maryland 
October  1984 


This  report  was  prepared  for  the  Office  of  the  Assis- 
tant Secretary  for  Planning  and  Evaluation  (ASPE)  and 
the  Health  Care  Financing  Administration  (HCFA)  under 
Contract  No.  HHS- 100-82-0038  with  Urban  Systems 
Research  and  Engineering,  Inc. 

The  project  director  was  Marilyn  Rymer.  The  Federal 
project  officers  were  Steve  Lillie  and  John  Heinberg  of 
ASPE,  and  Gerald  Adler  of  HCFA. 

The  project  team  is  indebted  to  many  who  participated 
in  the  study.  Marilyn  Rymer  authored  Chapter  3;  Brian 
Burwell  wrote  Chapters  2  and  4;  Denise  Madigan 
authored  Chapter  5;  and  all  three  contributed  to 
Chapters  1  and  6.  Editorial  review  was  provided  by 
John  Heinberg  and  Gerald  Adler.  Barbara  Mawn  provid- 
ed administrative  support  as  project  secretary. 

The  authors  appreciate  the  cooperation  shown  by  La 
Jolla  Management  Associates,  SysteMetrics,  and  the 
Research  Triangle  Institute  in  sharing  Medicaid  data.  In 
addition,  credit  should  be  given  to  Carol  Iverson  and 
Shelley  Wetzel  for  their  graphics  support.  Dave  Baugh, 
Larry  Corder,  Al  Dobson,  Marian  Gornick,  Alma 
McMillan,  Don  Muse,  Penelope  Pine,  Sherry  Terrell, 
and  Josh  Weiner  of  HCFA,  and  Michele  Adler  of 
ASPE,  served  as  members  of  a  Work  Group  who  met 
regularly  to  guide  the  project. 


Table  of  Contents 


Page 

List  of  Exhibits  v 

Executive  Summary  1 

CHAPTER  1:         INTRODUCTION  AND  OVERVIEW  15 

1.1  Introduction  15 

1.2  Methodology  16 

1.3  Limitations  18 

1.4  Organization  of  Report  18 

1.5  Overview  of  Findings  19 

CHAPTER  2:         RECENT  TRENDS  IN  THE  MEDICAID  PROGRAM  41 

2.1  The  Medicaid  Crisis  41 

2.2  Enrollment  Trends  44 

2.3  Enrollment  Trends  by  Eligibility  Group  48 

2.4  Trends  in  Medicaid  Expenditures  53 

2.5  Distribution  of  Expenditures  by  Type  of  Service  55 

2.6  State  Variations  in  Medicaid  Expenditure  Growth  62 

2.7  Summary  63 

CHAPTER  3:         ELIGIBILITY  67 

3.1  Overview  of  State  Eligibility  Practices  69 

3.1.1  Provision  for  the  Medically  Needy  72 

3.1.2  Extent  of  Eligibility  of  SSI  Cash  Recipients  72 

3.1.3  Optional  Coverage  Groups  73 

3.1.4  Payment  and  Income  Levels  74 

3.2  Potential  Impact  of  Eligibility  Decisions  by  States  75 

3.2.1  Provision  for  the  Medically  Needy  75 

3.2.2  Treatment  of  SSI  Recipients  83 

3.2.3  Optional  Group  Coverage  89 

3.2.4  Payment  and  Income  Levels  93 

3.3  An  Eligibility  Classification  Scheme  for  States  94 

3.4  Analysis  of  Person-Based  Eligibility  Data  for 

New  York  and  Michigan  102 

3.4.1  Enrollee/Recipient  Ratios  103 

3.4.2  Length  of  Enrollment  103 

3.4.3  Expenditure  &  Utilization  Patterns  106 

3.4.4  High  Cost  Users  112 

3.5  Summary  118 


iii 


Table  of  Contents 


(continued) 

Page 


CHAPTER  4:        INSTITUTIONALIZED  RECIPIENTS  121 

4.1  1982  Medicaid  Nursing  Home  Recipients  and  Expenditures  123 

4.1.1  Eligibility  Status  of  Recipients  123 

4.1.2  Types  of  Care  Used  126 

4.1.3  Characteristics  of  Recipients  126 

4.1.4  1982  Expenditures  for  Nursing  Home  Care  130 

4.2  Recent  Trends  in  Nursing  Home  Utilization  and 
Expenditures:  1975-1982  132 

4.2.1  Recipient  Trends  132 

4.2.2  Expenditure  Trends  138 

4.3  Variations  in  Nursing  Home  Utilization  and 

Expenditures  by  State  144 
4.3.1    Person-Based  Data  on  Institutionalized 

Recipients  in  Michigan  and  New  York  148 

4.4  Summary  151 

CHAPTER  5:       DUAL  ENROLLEES  153 

5.1  Data  and  Definitions  154 

5.2  Describing  Dual  Enrollees  157 

5.2.1  Aged  Dual  Enrollees:     Characteristics  161 

5.2.2  Aged  Dual  Enrollees:  Utilization  and 

Expenditures  164 

5.2.3  Disabled  Dual  Enrollees:  Characteristics  171 

5.2.4  Disabled  Dual  Enrollees:  Utilization  and 
Expenditures  179 

5.3  State  Buy-in  Decisions  181 

5.3.1  Incentives  Surrounding  States'  Buy-in 

Decisions  183 

5.3.2  Computing  the  Savings  from  State  Buy-in  Decisions  188 

5.4  Summary  of  Findings  on  Dual  Enrollees  &  Buy-in  Decisions  196 

CHAPTER   6:        CURRENT  MEDICAID  PROGRAM  CHANGES  199 

6.1  Recent  Legislation:  1980  -  1982  200 

6.2  Home  and  Community-Based  Services  Waiver  206 

6.3  Inpatient  Hospital  Reimbursement  210 

6.4  Fr eedom-of-Choice  Waivers  213 

6.5  Copayments  219 

6.6  Eligibility  221 

6.7  Family  Responsibility  231 

6.8  Future  Evaluation  of  Medicaid  Policy  Issues  233 

REFERENCES  236 


iv 


List  of  Exhibits 


Exhibit  No. 


Page 


1-1  Enrollment  Trends:  Number  of  Medicaid  Recipients  and 

Number  of  Persons  Below  Poverty  Level:  1972-1982  20 

1-2  Percent  of  Elderly  Persons  on  Medicaid  and  Percent  of 

Elderly  Below  Poverty  Level:  1972-1982  20 

1-3  Distribution  of  Recipients  and  Expenditures  in  the  Medicaid 

Program,  by  Eligibility  Group:  1982  21 

1-4  Average  Payment  Per  Recipient  by  Eligibility  Category: 

1972-1982  23 

1-5  Distribution  of  Overall  Medicaid  Recipients  and  U.S.  Poverty 

Population  by  Eligibility  Classification  Scheme  27 

1-6  Distribution  of  Nursing  Home  Recipients  and  Expenditures, 

and  Average  Per  Capita  Costs  by  Facility  Type:  1982  30 

1-7  Growth  in  the  Medicaid  Aged  Nursing  Home  Population  in 

Comparison  to  Other  Aged  Populations:  1975-1982  31 

1-  8  Trends  in  Medicaid  Nursing  Home  Recipients,  Expenditures, 

and  Costs  Per  Recipient  by  Facility  Type  32 

2-  1  Cumulative  Annual  Percent  Change  in  Medicaid  Expenditures, 

State  Revenues,  and  Federal  Revenues:     1972-1982  43 

2-2  Medicaid  Expenditures  as  Percentage  of  National  Health 

Expenditures:    Calendar  Years  1972-1982  44 

2-3  Enrollment  Trends:  Number  of  Medicaid  Recipients  and 

Number  of  Persons  Below  Poverty  Level:  1972-1982  45 

2-4  Proportion  of  U.S.  Population  Receiving  Medicaid:  1972-1982  46 

2-5  Distribution  of  Medicaid  Recipients  by  Eligibility  Category: 

1972-1982  49 

2-6  Enrollment  Trends  in  the  SSI  Program:  1974-1982  50 

2-7  Percent  of  Elderly  Persons  on  Medicaid  and  Percent  of  Elderly 

Below  Poverty  Level:  1972-1982  51 

2-8  Distribution  of  Medicaid  Expenditures  by  Eligibility 

Category:  1972-1982  54 


v 


List  of  Exhibits 
(continued ) 

Exhibit  No.  Page 

2-  9  Total  Medicaid  Expenditures  by  Eligibility  Group:  1972-1982  56 

2-10  Average  Payment  Per  Recipient  by  Eligibility  Category: 

1972-1982  57 

2-11  Distribution  of  Medicaid  Payments  by  Type  of  Service:  1982  58 

2-12  Total  Medicaid  Expenditures  by  Summary  Service  Category: 

1972-1982  60 

2-13  Distribution  of  Medicaid  Expenditures  by  Summary  Service 

Category:  1972-1982  61 

2-14  ACRG  in  State  Revenues  and  Federal/State  Medicaid 

Expenditures,  by  State:  1975-1982  64 

2-15  Average  Payment  Per  Medicaid  Recipient  in  Comparison 

to  Increase  in  Medical  Component  of  CPI:  1972-1982  65 

3-  1  Selected  Eligibility-Related  State  Medicaid  Program 

Characteristics  -  1982  70 

3-2  Selected  Payment  and  Income  Levels  of  State  Medicaid 

Programs  -  1982  71 

3-3  Percentage  of  Medically  Needy  Recipients  and  Medically 

Needy  Expenditures  by  State  (with  Medically  Needy 
Programs)  -  1982  76 

3-4  Average  Annual  Expenditures  Per  Categorically  Needy-Cash 

and  Medically  Needy  Recipients  by  States  (with  Medically 
Needy  Programs):     1982  78 

3-5  Percentage  of  Non-Institutional  Medically  Needy  Recipients 

and  Expenditures  by  States  (with  Medically  Needy 

Programs)  -  1982  81 

3-6  Average  Annual  Expenditures  Per  Categorically  Needy-Cash 

and  Medically  Needy  Recipients  Excluding  Institutional  Care 

by  State:     1982  82 

3-7  Ratio  of  Number  of  1982  Aged  Cash  Assistance  Medicaid 

Recipients  (CN-$)  to  Dec.  1981  Number  of  Aged  SSI  Recipients 

by  State  Option  for  Medicaid  Treatment  of  SSI  Recipients  84 


vi 


Exhibit  No. 


List  of  Exhibits 
(continued ) 

Page 


3-8  Ratio  of  Number  of  1982  Disabled  Cash  Assistance  Medicaid 

Recipients  to  Dec.  1981  Number  of  Disabled  SSI  Recipients  by 
State  Option  for  Medicaid  Treatment  of  SSI  Recipients  85 

3-9  1982  Per  Capita  Expenditure  for  Aged  Cash  Assistance 

Medicaid  Recipients  (CN-$)  by  State  Option  for  Treatment 

of  SSI  Recipients  87 

3-10  1982  Per  Capita  Expenditure  for  Disabled  Cash  Assistance 

Medicaid  Recipients  (CN-$)  by  State  Option  for  Treatment 
of  SSI  Recipients  88 

3-11  Percentage  of  "Other"  Categorically  Needy-No  Cash  and 

Medically  Needy  Recipients  and  Expenditures  by  MA-21  States  - 
1982  91 

3-12  Percentage  of  "Other"  Categorcially  Needy-No  Cash  and 

Medically  Needy  Recipients  and  Expenditures  by  Limited  Child 
Coverage  States  -  1982  92 

3-13  Comparison  of  Medicaid  Recipient  Statistics  for  the  Aged 

to  Poverty  Level  Data  by  State  95 

3-14  Comparison  of  Medicaid  Recipient  Statistics  for  AFDC 

Children-Cash  to  Poverty  Level  Data  by  State  96 

3-15  Comparison  of  Medicaid  Per  Capital  Expenditures  with 

Income  Levels  Above  and  Below  the  Median  98 

3-16  Distribution  of  Overall  Medicaid  Recipients  and  U.S.  Poverty 

Population  by  Eligibility  Classification  Scheme  100 

3-17  Per  Capita  Medicaid  Expenditures  by  Cash  Assistance  Status 

and  by  Eligibility  Classification  Scheme  101 

3-18  Percent  of  Enrollees  Receiving  Services,  New  York  and 

Michigan,  1981  1°4 

3-19  Michigan  and  New  York  Medicaid,  1981:  Percent  Distribution 

of  Persons  Ever  Enrolled  and  Person-Years  of  Enrollment 
by  Cash  Assistance  Status  and  Eligibility  Group  105 

3-20  Mean  Length  of  Enrollment  by  Cash  Assistance  States  and 

Eligibility  Group:    Michigan  and  New  York,  1981  107 


vii 


List  of  Exhibits 
(continued ) 

Exhibit  No.  Page 

3-21  Expenditures  Per  Recipient,  Per  Enrollee,  and  Per  Person- 

Year  of  Enrollment:     Michigan  and  New  York,  1981  109 

3-22  Percent  of  Enrollees  Using  Service  by  Type  of  Service: 

Michigan  Medicaid,  1981  110 

3-23  Service  Units  Per  Person-Year  of  Enrollment  for  Selected 

Services:     Michigan  Medicaid,  1981  111 

3-24  Distributional  Analysis:  Cumulative  Percent  of  Total 

Expenditures  and  Percent  of  All  Recipients  -  Michigan 
Medicaid,  1981  113 

3-25  Distributional  Analysis:  Cumulative  Percent  of  Total 

Expenditures  and  Percent  of  All  Recipients  -  New  York 
Medicaid,  1981  114 

3-26  Percent  Distribution  of  High  Cost  Recipients  and  Total 

Enrollees  by  Eligibility  Group  and  Cash  Assistance: 
Michigan  and  New  York,  1981  116 

3-27  Expenditures  Per  Person-Year  and  Percent  of  Total 

Expenditures  for  High  Cost  Recipients  and  Total  Enrollees 

by  Summary  Service  Type:     Michigan  Medicaid,  1981  117 

4-1  Medicaid  Expenditures  for  Nursing  Home  Care  as  a  Percentage 

of  Total  Nursing  Home  Payments:  1973-1982  121 

4-2  Distribution  of  Institutionalized  and  Non-Institutionalized 

Medicaid  Recipients  by  Eligibility  Group  124 

4-3  Distribution  of  Institutionalized  and  Non-Institutionalized 

Medicaid  Recipients  by  Cash  Assistance  Status  125 

4-4  Number  and  Distribution  of  Medicaid  Nursing  Home  Recipients 

by  Eligibility  Group  and  by  Facility  Type:  1982  127 

4-5  Age  Distribution  of  Institutionalized  Medicaid  Recipients  129 

4-6  Length  of  Stay  of  Medicaid  Nursing  Home  Recipients  in 

Comparison  to  Private  Pay  Residents  128 

4-7  Discharge  Status  of  1976  Medicaid  Recipients  Versus 

Private  Pay  Residents  130 


viii 


List  of  Exhibits 
(continued) 


Exhibit  No. 


Page 


4-8  Distribution  of  Nursing  Home  Recipients  and  Expenditures 

by  Eligibility  Group  and  Facility  Type  131 

4-9  1982  Medicaid  Costs  per  Nursing  Home  Recipient  by  Type  of 

Facility,  Eligibility  Group,  and  Maintenance  Assistance 
Status  133 

4-10  Number  of  Aged  Medicaid  Nursing  Home  Recipients  Per 

Elderly:  1975-1982  134 

4-11  Institutionalized  Recipients  by  Facility  Type:  1975-1982  136 

4-12  Annual  Compound  Rates  of  Growth  (ACRG)  for  SNF,  ICF,  and 

ICF-MR  Recipients  for  1975-1982:  2082  Data  137 

4-13  Nursing  Home  Expenditures  by  Facility  Type:  1975-1982  139 

4-14  Distribution  of  Medicaid  Nursing  Home  Expenditures 

by  Type  of  Care:  1975  and  1982  138 

4-15  Annual  Compound  Rates  of  Growth  (ACRG)  for  SNF,  ICF, 

and  ICF-MR  Expenditures  for  1975-1982  140 

4-16  Average  Cost  Per  Medicaid  Nursing  Home  Recipient  by 

Facility  Type:  1975-1982  142 

4-17  Average  Annual  Compound  Rates  of  Growth  (ACRG)  for  SNF, 

ICF  and  ICF-MR  Costs  Per  Recipient  for  1975-1982:  2082  Data  143 

4-18  Annual  Compound  Rates  of  Growth  (ACRG)  in  Nursing  Home 

Expenditures:  1975-1982  145 

4-19  Proportion  of  Total  Medicaid  Expenditures  Spent  on 

Institutional  Long-Term  Care:  1982  2082  Data  146 

4-20  Average  Annual  Cost  Per  Recipient  of  ICF-MR,  ICF  and 

SNF  Care,  by  State:  1982  2082  Data  147 

4-21  Average  Nursing  Home  Costs  Per  Recipient  and  Per  Person- 

Year  of  Enrollment  for  Institutionalized  Recipients: 
New  York  and  Michigan  1981  Tape-to-Tape  Data  149 


ix 


List  of  Exhibits 
(continued ) 

Exhibit  No.  Page 

4-22  Average  Total  Medicaid  Expenditures  Per  Person-Year  of 

Enrollment  for  Institutionalized  and  Non-Institutionalized 

Aged  and  Disabled  Recipients  by  Summary  Service  Category: 

1981  New  York  and  Michigan  Tape-to-Tape  Data  150 

4-  23  Growth  in  the  Aged  Medicaid  Nursing  Home  Population  in 

Comparison  to  Other  Population:  1975-1982  151 

5-1  National  Medicare,  Medicaid  and  Dual  Enrollee 

Population,  1978  159 

5-2  Selected  Six-Month  Utilization  Rates  for  All  Health 

Care  for  Non-Institutionalized  Dual  Enrollees  and 
Other  Non-Institutionalized  Health  Insurance  Groups,  1980  160 

5-3  Aged  Dual  Enrollees  as  a  Percentage  of  Aged  Medicare  Part  B 

Enrollment,  by  State,  1978  162 

5-4  Age,  Sex,  and  Race  Composition  of  Aged  Dual  Enrollees  and 

Other  Aged  Medicare  Enrollees,  1978  163 

5-5  Health  Status,  1980,  and  Death  Rates,  1978,  for  Aged  Dual 

Enrollees  and  Aged  Medicare  Comparison  Groups  165 

5-6  Aged  Dual  Enrollees  and  Their  Shares  of  Aged  Medicare  and 

Medicaid  Enrollment,  1978  166 

5-7  Medicare  Reimbursements  and  Utilization  Rates  for  Aged 

Dual  Enrollees  and  Other  Aged  Medicaid  Enrollees,  1978  167 

5-8  Selected  Utilization  Rates  for  Non-Institutionalized  Aged 

Dual  Enrollees  and  Other  Non-Institutionalized  Aged  Groups: 

All  Inpatient  and  Ambulatory  Services,  1980  169 

5-9  Percentage  Distribution  of  Low  and  High  Users  Among  Non- 

Institutionalized  Aged  Dual  Enrolees  and  Other  Aged 
Medicare  Enrollees,  1980  170 

5-  10  Mean  Per  Capita  Annual  Charges,  Out-of-Pocket  Expenses, 

and  Proportion  of  Charges  Paid  Out-of-Pocket  for  Non- 
Institutionalized  Aged  Dual  Enrollees  and  Other  Non- 
Institutionalized  Aged  Groups,  1980  172 

5-11  Total  Health  Care  Expenditures  from  All  Sources  for  Non- 

Institutionalized  Aged  Dual  Enrollees  and  Other  Non- 
Institutionalized  Aged  Medicare  Enrollees,  1980  173 


x 


Exhibit  No. 
5-12 

5-13 

5-14 

5-15 

5-16 

5-17 

5-18 
5-19 
5-20 
5-21 
5-22 

5-23 

6-1 

6-2 

6-3 


List  of  Exhibits 
(continued) 

Page 

Disabled  Dual  Enrollees  and  Their  Shares  of  Disabled 

Medicare  and  Medicaid  Enrollment,  1978  174 

Disabled  Dual  Enrollees  as  a  Percentage  of  Disabled 

Medicare  Part  B  Enrollment,  by  State,  1978  175 

Age,  Sex,  and  Race  Composition  of  Disabled  Dual  Enrollees 

and  Other  Disabled  Medicare  Enrollees,  1978  176 

Death  Rates  for  Disabled  Dual  Enrollees  and  Other  Disabled 
Medicare  Enrollees,  1978  178 

Age,  Sex,  and  Eligibility  Distributions  of  Disabled  Dual 

Enrollees  and  All  Disabled  Medicaid  Enrollees  in  New  York, 

1981  180 

Medicare  Reimbursements  and  Utilization  Rates  for  Disabled 

Dual  Enrollees  and  Other  Disabled  Medicare  Enrollees,  1978  182 

State  Buy-in  Agreements,  1983  184 

The  State  Buy-in  Decision  (as  described  by  the  model)  187 

State  Costs  Associated  with  Buying-in,  by  State,  1978  190 

Medicare  Part  B  Reimbursements  per  Buy-in,  by  State,  1978  192 

Net  Per  Capita  Savings  Associated  with  Buying-in,  by  State, 

1978  193 

High,  Low  &  Mean  Per  Capita  Savings  Associated  with  Buying- 
in,  by  States  Grouped  by  Buy-in  Agreements,  1978  195 

Summary  of  Major  ORA  (PL  96-499  and  PL  96-611  Provisions 

Related  to  Medicaid)  201 

Summary  of  Major  OBRA  (PL  97-35)  Provisions  Related  to 

Medicaid  203 

Summary  of  Major  TEFRA  (PL  97-248)  Provisions  Related  to 
Medicaid  205 


6-4 


Summary  of  2176  Waiver  Proposal  Approved  as  of  July  11,  1983  209 


xi 


List  of  Exhibits 
(continued) 

Exhibit  No.  Page 

6-5  Summary  of  Freedom-of-Choice  Waiver  Activity  (Section  2175) 

as  of  June  15,  1983  215 

6-6  Services  Subject  to  Copayments  as  of  March  1983  220 

6-7  Summary  of  Cost-Sharing  (including  copayments)  in  51  States, 

February  1982  and  March  1983  222 


xii 


EXECUTIVE  SUMMARY 


This  report,  Short-Term  Evaluation  of  Medicaid:  Selected 
Issues,  responds  to  an  immediate  need  for  information  about  the 
dynamics  of  the  Medicaid  program.    The  objective  of  the  report  is  to 
synthesize  recent  research  findings  on  several  issues  of  immediate 
policy  concern.     It  provides  a  summary  of  recent  trends  and  program 
changes  in  Medicaid,  as  well  as  new  findings  in  the  areas  of 
eligibility,  institutionalized  recipients,  and  dual  enrollees  for 
Medicaid  and  Medicare. 

RECENT  MEDICAID  PROGRAM  EXPENDITURE  GROWTH  IS  DRIVEN  BY  COSTS  OF 
SERVING  THE  DISABLED  AND  AGED 

•  Medicaid  Expenditures  Have  Been  Growing  at  a  40%  Faster 
Rate  Than  Either  Federal  or  State  Revenues 

Between  1972  and  1982,  the  rate  of  growth  in  total  Medicaid 
expenditures  exceeded  the  rate  of  growth  in  Federal  and 
State  revenues  by  over  40%.     Expenditures  rose  from  $6.3 
billion  in  1972  to  $29.9  billion  in  1982,  an  Annual 
Compound  Rate  of  Growth  (ACRG)  of  16.9  percent.  In 
comparison,  Federal  revenues  grew  at  an  ACRG  of  11.7 
percent  over  the  same  period,  and  State  revenues  at  an  ACRG 
of  11.4  percent. 

•  Expenditure  Increases  Continue  Despite  Recent  Decreases  in 
Medicaid  Enrollment 

While  rapid  expenditure  increases  of  the  early  1970s  can  be 
attributed,  at  least  in  part,  to  growth  in  Medicaid 
enrollment,  more  recent  expenditure  increases  cannot  be. 
The  Medicaid  recipient  population  grew  from  17.6  million 
persons  in  1972  to  22.9  million  persons  in  1977,  but  since 
that  time  has  decreased  by  about  1  million  persons.  In 
1982,  about  21.9  million  persons  (9.5%  of  the  U.S. 
population)   received  medical  services  paid  by  Medicaid. 
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•  The  Aged  Represent  a  Declining  Proportion  of  Recipients, 
the  Disabled  an  Increasing  Proportion 

Aged  recipients  comprise  a  declining  proportion  of  the 
Medicaid  population,  despite  the  rapid  growth  in  the 
elderly  U.S.  population  in  general.     While  the  total 
elderly  population  grew  by  28%  between  1972  and  1982,  the 
aged  Medicaid  population  grew  by  only  1.5%.     The  decreasing 
percentage  of  elderly  persons  receiving  Medicaid  is  largely 
attributable  to  the  improved  economic  status  of  the 
elderly.     The  poverty  rate  among  the  elderly  has  declined 
dramatically  in  recent  years. 

In  contrast,   the  Medicaid  disabled  population  has  grown 
substantially.     The  disabled  population  grew  by  75%  between 
1972  and  1982,   from  1.6  to  2.8  million  recipients,  and  from 
10%  to  13%  of  the  total  Medicaid  recipient  population. 
This  growth  has  been  partly  fueled  by 

deinstitutionalization  policies  for  the  mentally  disabled, 
which  have  increased  the  number  of  such  persons  eligible 
for  SSI,   and  therefore  Medicaid. 

The  AFDC-adult  population  has  been  growing  more  rapidly 
than  the  AFDC-child  population,  due  to  the  shrinking  size 
of  AFDC  families.     Overall,  however,   the  proportion  of 
AFDC-related  recipients  to  SSI-related  recipients  remained 
constant  between  1972  and  1982.     SSI-related  recipients 
comprise  about  28%  of  the  population,  AFDC-related 
recipients  66%,   and  others  about  6%. 

•  SSI-related  Recipients  Account  for  An  Increasing  Proportion 
of  All  Medicaid  Costs 

Despite  the  fact  that  the  ratio  of  SSI-related  recipients 
to  AFDC-related  recipients  has  remained  constant,  total 
expenditures  for  the  SSI -related  population  have  been 
growing  at  a  greater  rate.     Between  1973  and  1982,  the 
proportion  of  total  expenditures  spent  on  the  aged,  blind 
and  disabled  increased  from  62%  to  72%.     By  1982,  the 
distribution  of  expenditures  across  the  two  major 
eligibility  groups  was  almost  opposite  the  distribution  of 
recipients.     The  aged,   blind,  and  disabled  made  up  less 
than  30%  of  recipients,  but  accounted  for  over  70%  of  all 
costs.     The  AFDC-related  population,  on  the  other  hand, 
made  up  66%  of  the  population,  but  accounted  for  only  26% 
of  expenditures. 
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•      Increases  in  Per  Capita  Costs  for  the  Aged  and  the  Disabled 
Account  for  Real  Dollar  Medicaid  Expenditure  Increases  in 


Recent  Years 


It  is  the  changing  utilization  and  expenditure  patterns  of 
SSI-related  recipients  which  have  been  driving  real  dollar 
expenditure  increases  in  the  Medicaid  program  in  recent 
years.     Expenditures  for  SSI-related  recipients  account  for 
an  increasing  proportion  of  total  costs  due  to  more  rapid 
increases  in  per  capita  costs.   Increases  in  per  capita 
costs  for  AFDC-related  recipients   (10.4%  ACRG)  approximated 
the  rise  in  the  medical  care  component  of  the  Consumer 
Price  Index  (9.5%  ACRG)  over  the  ten  year  period.  Per 
capita  costs  for  SSI-related  recipients,  on  the  other  band, 
have  increased  at  almost  twice  the  inflation  rate  (17.9%). 

OPTIONAL  STATE  ELIGIBILITY  DECISIONS  HAVE  MAJOR  EFFECTS  ON  MEDICAID 
EXPENDITURES  AND  ENROLLMENT 

•      Coverage  of  the  Medically  Needy  Increases  Medicaid 

Enrollment  for  a  State  by  About  6%  on  Average,  With  Per 
Capita  Costs  of  the  Non-Institutionalized  Medically  Needy 
Running  About  1.8  Times  Greater  Than  Cash  Recipients 

In  electing  to  cover  the  medically  needy,  States  increase 
the  eligibility  rolls  and  incur  additional  Medicaid 
expenses.     Medicaid  program  data  for  1982  indicate  that  the 
medically  needy  accounted  for  17.1%  of  all  recipients  and 
36.4%  of  all  expenditures  in  the  30  States  with  medically 
needy  programs.     However,  these  statistics  generally 
overstate  the  effects  of  the  medically  needy  option.  Many 
medically  needy  recipients  are  persons  who  would  be 
eligible  for  Medicaid  even  without  a  medically  needy 
program.     Most  institutionalized  medically  needy 
recipients,   in  particular,  would  qualify  as  recipients  in 
non-medically  needy  States,  since  every  State  has  some 
provision  for  providing  medical  assistance  to 
institutionalized  persons  not  eligible  for  AFDC  or  SSI.  If 
the  distribution  of  recipients  by  maintenance  assistance 
status  in  both  medically  needy  and  non-medically  needy 
States  is  examined,  the  data  show  that  States  without 
medically  needy  programs  report  considerably  higher 
proportions  of  categorically  needy/no  cash  recipients  than 
the  medically  needy  States.     This  suggests  that  the  net 
effect  for  an  average  State  of  selecting  the  medically 
needy  option  may  be  to  increase  total  enrollment  by  about 
6%,  not  17%. 
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On  the  other  hand,  the  impact  of  the  medically  needy  option 
on  program  expenditures  is  significantly  greater  than  on 
program  enrollment.     In  medically  needy  States,  the  average 
cost  per  medically  needy  recipient  was  more  than  three 
times  the  average  cost  per  categorically  needy  recipient. 
However,   institutionalized  recipients  classified  as 
medically  needy  (who  are  likely  to  be  Medicaid-eligible 
even  in  the  absence  of  the  medically  needy  option)  may 
substantially  distort  the  real  impact  of  this  option. 
Therefore,  expenditure  analyses  were  conducted  excluding 
institutionalized  recipients.     These  analyses  showed  that 
the  average  cost  per  non-institutionalized  medically  needy 
recipient  was  only  1.8  times  the  average  cost  for  the 
categorically  needy. 

•      States  Which  Do  Not  Automatically  Enroll  SSI  Recipients  in 
Medicaid  Show  Lower  Rates  of  Participation  in  Medicaid  by 
SSI  Recipients;  However,  Per  Capita  Costs  for  SSI 
Recipients  in  These  States  Are  Greater 

States  have  three  options  for  enrolling  aged,  blind,  and 
disabled  SSI  recipients  in  their  Medicaid  programs.  First, 
States  can  elect  to  cover  all  SSI  recipients  automatically 
and  not  require  them  to  make  a  special  application  for 
Medicaid   ("1634"  States).     Second,  States  may  elect  to 
cover  all  SSI  recipients,  but  only  if  they  undergo  a 
separate  State  determination  procedure  for  Medicaid. 
Finally,  States  can  choose  the  209(b)  option,  which  permits 
them  to  impose  eligibility  criteria  more  restrictive  than 
those  of  SSI.     Of  these  three  options,  the  "1634"  option  is 
considered  the  least  stringent,  the  209(b)  option  the  most 
restrictive,  with  the  State  determination  option  lying 
somewhere  in  between. 

Analysis  of  recipient  data  confirms  this  hierarchy.  The 
209(b)  option  appears  to  reduce  Medicaid  recipient  rates  of 
aged  SSI  recipients  by  about  20%,  in  comparison  to  States 
employing  the  1634  and  State  determination  options.  For 
disabled  SSI  recipients,  there  is  an  even  greater  effect. 
The  20  9(b)  option  appears  to  reduce  Medicaid  enrollment  of 
disabled  cash  recipients  by  about  30%  in  comparison  to  1634 
States,  and  the  State  determination  option  lowers 
enrollment  by  about  15%.     However,  Medicaid  per  capita 
costs  reflect  a  reverse  hierarchy,  in  which  209(b)  States 
show  the  highest  per  capita  costs  for  SSI  cash  recipients, 
and  1634  States  the  lowest.     Thus,  it  appears  that  while 
the  State  determination  and  209(b)  options  do  reduce 
Medicaid  program  enrollment,  that  the  principal  effect  may 
be  to  screen  out  marginal  users  of  medical  services. 
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•      Coverage  of  "Ribicoff  Children"  by  States  Expands  the 

Medicaid  Recipient  Population  by  About  4%.     The  Per  Capita 
Costs  are  1.5  to  2  Times  Greater  Than  the  Cost  of  Serving 
AFDC  Children 


Another  eligibility  decision  available  to  States  includes 
whether  or  not  to  provide  coverage-  of  various  populations 
which  do  not  meet  categorical  criteria.     One  of  the  largest 
optional  groups  is  all  children  in  low-income  families 
which  are  not  AFDC-related  (Ribicoff  kids)  --  a  group 
covered  by  29  States  in  1982. 

The  impacts  of  covering  this  group  must  be  inferred  from 
indirect  data  sources,  since  there  are  no  distinct 
reporting  categories  for  them  on  HCFA  reporting  forms.  The 
analysis  estimated  that  coverage  of  Ribicoff  kids  expands 
the  Medicaid  recipient  population  by  about  4%,   but  that  the 
costs  of  serving  this  population  were  about  1.5  to  2  times 
greater  on  a  per  capita  basis  than  the  cost  of  covering 
AFDC-related  children.     The  higher  per  capita  costs 
associated  with  this  group  suggests  that  only  low-income 
children  who  are  high  users  of  medical  services  tend  to 
participate  in  this  program. 


•      States  With  Higher  Payment  Levels  for  AFDC  and  SSI  Show 
Much  Greater  Coverage  of  the  Poor,  Especially  for 
AFDC-Related  Children 


States  indirectly  affect  the  size  of  their  Medicaid  program 
populations  by  the  payment  levels  they  establish  for 
determining  eligibility  in  their  AFDC  and  State  SSI 
supplementation  programs.     These  payment  levels  vary 
significantly,  from  $90  to  $508  per  month  for  a  family  of 
two  for  AFDC  cash  assistance,  and  from  $297  (no  State 
supplement)  to  $815  per  month  for  an  aged  couple  for  SSI 
State  supplementation  programs  in  1982.     Analyses  showed 
that  States  with  higher  payment  levels  have  larger  Medicaid 
recipient  populations  than  States  with  lower  income  levels 
for  both  SSI  and  AFDC.     The  effect  was  particularly 
pronounced  in  the  coverage  of  poor  children.    The  10  States 
with  highest  AFDC  payment  levels  had  AFDC-child  recipient 
populations  averaging  116%  of  the  total  number  of  poor 
children  in  those  States,  compared  to  only  38%  coverage  for 
the  10  States  with  the  lowest  AFDC  income  levels. 
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•  States  With  the  Most  Liberal  Eligibility  Policies  Cover 
More  of  the  Poor  in  Their  Medicaid  Programs.     Their  Per 
Capita  Costs,   However,     Are  Not  Greater  Than  the  Per  Capita 
Costs  of  the  States  With  the  Most  Restrictive  Eligiblity 
Policies 

In  addition  to  examining  the  effects  of  individual 
eligibility  decisions,   the  study  also  examined  State 
eligibiity  policies  on  a  broader  level.     To  conduct  this 
analysis,  States  were  grouped  in  a  six-tier  classification 
scheme  according  to  the  comprehensiveness  of  their 
eligibility-related  decisions.     The  results  of  this 
analysis  generally  confirmed  the  ordering  of  the 
classification  scheme,  but  primarily  at  the  extremes.  The 
seven  States  with  the  most  liberal  eligibility  policies 
accounted  for  only  30%  of  the  U.S.  poverty  population  but 
47%  of  the  total  Medicaid  population.     In  contrast,  the 
thirteen  States  with  the  most  restrictive  eligibility 
policies  accounted  for  32%  of  the  U.S.  poverty  population 
but  only  21%  of  the  total  Medicaid  population.     When  the 
classification  scheme  was  applied  to  average  per  capita 
costs,  however,  it  was  not  successful  in  rank-ordering 
States.     States  with  the  most  restrictive  eligibility 
criteria  had  about  the  same  per  capita  costs  as  the  most 
liberal  States. 

•  Newly- Available  Person-Based  Medicaid  Data  From  Two  States 
(Michigan  and  New  York)  Show  Several  Important  Results 

--    Many  Medicaid  Enrollees  Do  Not  Use  Medicaid  Services. 
Approximately  20%  of  all  enrollees  in  New  York  and 
Michigan  did  not  use  any  Medicaid  services  in  1981. 

Length  of  Enrollment  in  Medicaid  Varied  Considerably 
Among  Eligibility  Groups.     Disabled  and  aged  enrollees 
show  longer  average  enrollment  periods  than 
AFDC-related  enrollees.     The  medically  needy  are  not 
enrolled  for  as  long  as  the  cash  assistance  groups. 

--    When  Length  of  Enrollment  Is  Taken  Into  Consideration, 
the  Differences  in  Per  Capita  Costs  Between  Cash  and 
Non/Cash  Groups  Are  Larger.     When  measured  in 
person-years  of  enrollment,   the  average  medically  needy 
enrollee  cost  $4,682  in  1981  in  Michigan  compared  to 
$849  for  cash  assistance  enrollees.     For  New  York  in 
the  same  year,   the  costs  were  $6,478  for  the  average 
medically  needy  enrollee  and  $1,088  for  cash  enrollees. 
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—    A  Small  Proportion  of  Enrollees  Account  for  Most 

Medicaid  Costs.     It  is  extremely  misleading  to  talk 
about  the  "average"  Medicaid  recipient.     In  both  New 
York  and  Michigan  in  1981,   10%  of  enrollees  accounted 
for  72%-75%  of  costs.     The  aged  and  the  medically  needy 
were  over-represented  among  the  high  utilizer  group  in 
both  States. 

ACCELERATING  COSTS  FOR  INSTITUTIONALIZED  RECIPIENTS  PLAY  A  KEY  ROLE 
IN  UNDERSTANDING  MEDICAID  EXPENDITURE  GROWTH 

•  Nursing  Home  Recipients  Comprise  7%  of  All  Recipients,  but 
Account  for  Almost  Half  of  All  Medicaid  Costs 

Nursing  home  recipients  comprise  7.3%  of  the  total  Medicaid 
population,  yet  account  for  at  least  43%  of  all 
expenditures.     Since  nursing  home  recipients  incur  Medicaid 
costs  other  than  the  cost  for  nursing  homes  (e.g., 
hospital,  drug,  and  physician  costs),  it  is  commonly 
estimated  that  nursing  home  recipients  account  for  almost 
half  of  all  Medicaid  expenditures. 

In  1982,  approximately  1.5  million  persons  had  some  portion 
of  their  nursing  home  bill  paid  for  by  Medicaid.  Medicaid 
recipients  comprise  about  half  the  total  nursing  home 
population,  and  in  1982,  Medicaid  paid  just  under  half 
(48.7%)  of  the  nation's  total  bill  for  nursing  home  care. 

•  Medicaid's  Nursing  Home  Population  Has  Been  Increasing 
Moderately 

While  the  total  Medicaid  population  declined  moderately 
between  1975  and  1982,  the  Medicaid  nursing  home  population 
increased  by  about  166, 000  -  recipients,  or  1.7%  per  year. 
Thus,  nursing  home  recipients  grew  from  6.4%  to  7.3%  of  all 
Medicaid  recipients,  and  from  22%  to  24%  of  all  SSI-related 
recipients.     The  growth  in  the  nursing  home  population  is 
one  factor  in  the  large  increase  in  per  capita  costs  for 
SSI-related  recipients.    Of  particular  interest,  however, 
is  that  for  the  most  recently  reported  year  (FY  1982) ,  the 
Medicaid  nursing  home  population  declined  by  125,000 
recipients,  or  7.8%. 

•  Although  the  Number  of  Aged  Medicaid  Nursing  Home 
Recipients  is  Increasing,   Institutionalization  Rates  Appear 
to  be  Declining 

The  aged  Medicaid  nursing  home  population  as  a  proportion 
of  the  total  U.S.  elderly  population  has  been  declining 
moderately  since  1976.     In  1976,  4.6%  of  the  all  elderly 
persons  were  Medicaid  nursing  home  recipients,  compared  to 
4.2%   in  1982. 
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•      The  Disabled  Nursing  Home  Population  Has  Been  Growing 
Rapidly 

Disabled  nursing  home  recipients  on  Medicaid  grew  by  33% 
between  1975  and  1982,  more  than  three  times  the  rate  of 
growth  of  the  aged  Medicaid  nursing  home  population.  In 
1975,  the  disabled  accounted  for  24%  of  all  Medicaid 
expenditures  for  nursing  home  care;  by  1982,  this 
percentage  had  increased  to  38%.     Approximately  a  third  of 
all  disabled  institutionalized  recipients  are  mentally 
retarded  persons  being  cared  for  in  Intermediate  Care 
Facilities  for  the  Mentally  Retarded  (ICF-MRs) ;  the 
remaining  two-thirds  are  persons  with  a  variety  of 
disabilities  being  cared  for  in  Intermediate  Care 
Facilities   (ICFs)   and  Skilled  Nursing  Facilties   (SNFs) . 

®      Medicaid  Nursing  Home  Costs  Are  Growing  Faster  than  the 
Cost  of  Other  Medicaid  Services 

Total  expenditures  for  nursing  home  care  rose  from  $4.7 
billion  in  1975  to  just  under  $13  billion  in  1982,  an  ACRG 
of  15.7%.     In  comparison,  total  Medicaid  expenditures  grew 
at  an  ACRG  of  13.5%.     Consequently,  nursing  home 
expenditures  have  accounted  for  an  increasing  proportion  of 
the  Medicaid  budget,  from  38%  of  total  expenditures  in  1975 
to  43%  in  1982. 

Percentage  increases  in  average  costs  per  nursing  home 
recipient  have  been  roughly  equal  to  increases  in  average 
costs  for  all  Medicaid  recipients  over  this  period.  This 
means  that  over  the  entire  period  and  for  all  types  of 
care,  nursing  home  expenditures  have  comprised  an 
increasing  proportion  of  total  expenditures  due  almost 
entirely  to  increases  in  the  number  of  institutionalized 
recipients  relative  to  non-institutionalized  recipients. 
More  recently,  this  has  not  been  the  case.     Between  1981 
and  1982,  the  average  cost  per  nursing  home  recipient 
increased  by  16.8%  compared  to  only  about  7.9%  for 
non-institutionalized  recipients.     These  data  tend  to 
support  a  commonly-held  hypothesis  that  with  recent 
restrictions  on  nursing  home  bed  supply,  the  Medicaid 
nursing  home  case  mix  is  becoming  increasingly  impaired, 
resulting  in  increased  average  lengths  of  stay  and  higher 
costs  per  recipient. 
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•  Intermediate  Care  Facilities  for  the  Mentally  Retarded 
(ICF-MRs)  Are  a  Major  Factor  in  Increasing  Nursing  Home 
Costs 

A  major  contributing  factor  in  growing  expenditures  for 
nursing  home  care  has  been  the  rapid  expansion  of 
Intermediate  Care  Facilities  for  the  Mentally  Retarded 
(ICF-MRs).     Since  their  addition  to  the  Medicaid  program  in 

1972,  there  has  been  both  rapid  development  of  new  ICF-MRs 
and  conversion  of  non-certified  State  institutions 
(previously  100%  State  funded)  to  ICF-MR  standards.  Since 
1975,  expenditures  for  ICF-MR  care  have  increased  at  a 
remarkable  ACRG  of  almost  40%,   rising  to  $3.6  billion  in 
1982.     In  1975,  ICF-MR  expenditures  accounted  for  just  8% 
of  all  nursing  home  expenditures;   in  1982,  they  accounted 
for  28%.     In  fact,   if  payments  for  ICF-MR  care  were  totally 
excluded  from  the  Medicaid  budget,  nursing  home  payments 
for  SNF  and  ICF  care  would  have  comprised  the  same 
proportion  of  all  Medicaid  expenditures  in  1982  (34%)  as  in 

1973.  Put  differently,   the  increasing  proportion  of 
Medicaid  expenditures  spent  on  nursing  homes  is  entirely 
attributable  to  the  growth  in  expenditures  for  ICF-MRs. 

DUAL  ENROL LEES   FOR  BOTH  MEDICAID  AND  MEDICARE   ARE   A  COSTLY  MEDICAID 
POPULATION 

Dual  enrollees  are  individuals  who  are  enrolled  in  both 
Medicare  and  Medicaid.     Their  eligibility  for  Medicare  indicates 
that  they  are  either  aged  or  disabled.     Their  eligibility  for 
Medicaid  indicates  that  they  also  meet  Medicaid  financial 
eligibility  criteria. 

•  An  Estimated  15%  of  Medicaid  Recipients  Are  Also  Enrolled 
in  the  Medicare  Program 

The  best  available  estimates  indicate  that  dual  enrollees 
numbered  3.3  million  in  1978,  accounting  for  roughly  12%  of 
the  Medicare  Part  B  population  and  15%  of  the  entire 
Medicaid  population.     Aged  dual  enrollees  numbered  2.8 
million,  and  disabled  dual  enrollees  numbered  0.5  million. 
As  would  be  expected,   the  vast  majority  of  aged  Medicaid 
recipients  are  dual  enrollees;  however,   there  is  much  less 
overlap  between  the  Medicare  and  Medicaid  disabled 
populations.     Only  about  20%  of  the  approximately  2.6 
million  disabled  persons  receiving  Medicaid  were  also 
enrolled  in  the  Medicare  program. 
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Aged  Dual  Enrollees  Are  Older  and  in  Poorer  Health  Than 
Other  Aged  Persons  in  the  Medicare  Program 

As  a  group,  the  aged  dual  enrollee  population  is  older, 
with  disproportionately  more  women  and  minorities,   than  the 
rest  of  the  Medicare  population.     Not  surprisingly,  aged 
dual  enrollees  are  also  in  poorer  health  than  Medicare-only 
enrollees.     Age-adjusted  death  rates  for  aged  dual 
enrollees  were  53%  higher  than  for  aged  Medicare-only 
enrollees.     In  addition,   aged  dual  enrollees  were  much  more 
likely  to  perceive  their  own  health  status  as  only  fair  to 
poor. 

Aged  Dual  Enrollees  Also  Cost  the  Medicare  Program  More 
Than  the  Medicare-Only  Aged 

Compared  to  Medicare-only  aged  beneficiaries,   aged  dual 
enrollees  were  far  more  frequent  and  costly  users  of  health 
care.     After  adjusting  for  age,  Medicare  reimbursements  for 
aged  dual  enrollees  averaged  50%  higher  than  for  aged 
Medicare-only  enrollees. 

Total  Health  Care  Costs  for  Aged  Dual  Enrollees  Are  Also 
Substantially  Higher  Than  for  the  Medicare-Only  Aged 

The  1980  national  NMCUES  sample  found  that 
non-institutionalized  aged  dual  enrollees  incurred  annual 
total  health  care  costs  of  $3,133  per  capita,  compared  to 
$1,818  for  aged  Medicare-only  beneficiaries  with  other 
private  coverage,   and  $1,087  for  aged  Medicare-only 
beneficiaries  without  private  coverage.     For  this 
non-institutionalized  dual  enrollee  population,  NMCUES 
found  that  Medicare  paid  for  57%  of  the  total  health  care 
cost,  Medicaid  for  37%,  other  sources  for  the  remaining  6%. 

Disabled  Dual  Enrollees  Have  Different  Demographic 
Characteristics  From  Their  Medicare-Only  Counterparts 

The  vast  majority  of  disabled  dual  enrollees  are  persons 
who  were  at  one  time  employed  and  contributing  to  Social 
Security.     Their  Social  Security  entitlement  makes  them 
eligible  for  Medicare,  while  their  relatively  low  incomes 
qualify  them  for  Medicaid.     Disabled  dual  enrollees  tend  to 
be  younger,  with  more  women  and  minorities,   than  other 
disabled  Medicare  enrollees. 

Disabled  Dual  Enrollees  Cost  the  Medicare  Program  More  Than 
the  Medicare-Only  Disabled 

In  1978,  average  Medicare  reimbursements  for  disabled  dual 
enrollees  were  27%  higher  than  reimbursements  for  disabled 
Medicare-only  enrollees,   adjusted  for  age. 
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•  State  -Medicaid  Programs  Electing  to  "Buy-In"  Medicare  Part 
B  Coverage  for  Their  Dual  Enrollees  Appear  to  Save  Money  as 
a  Result 

State  Medicaid  programs  can  elect  to  "buy-in"  Medicare  Part 
B  coverage  for  some  or  all  of  their  dual  entitlees  by 
paying  the  monthly  premiums,   coinsurance  and  deductibles 
for  Part  B  services.     In  return,  Medicare  becomes  first 
payer  for  those  services  covered  by  Medicare  Part  B,  which 
includes  physician,  outpatient,  home  health,  and  other 
ambulatory  care  services. 

In  1983,  only  27  States  purchased  Medicare  Part  B  coverage 
for  all  their  Medicare-eligible  Medicaid  enrollees;  21 
States  purchased  coverage  for  only  cash  assistance 
recipients,   and  the  remaining  3  States  had  no  buy-in 
arrangements  at  all.     Analysis  to  estimate  whether  State 
Medicaid  programs  save  money  through  "buy-in"  agreements 
was  conducted  by  calculating  the  difference  between  the 
costs  of  buying-in  and  costs  of  not  buying-in.     The  results 
of  this  analysis  showed  that  for  every  State  for  which 
reasonably  complete  cost  data  were  available,  buying-in 
generated  savings.     The  average  State  saved  $367  per 
disabled  buy-in  and  $246  per  aged  buy-in.  Furthermore, 
States  which  included  the  medically  needy  in  their  buy-in 
agreements  had  the  highest  average  savings  —  $326  per  aged 
buy-in  and  $465  per  disabled  buy-in  —  despite  the  fact 
that  States  pay  more  to  buy-in  for  the  medically  needy  than 
for  the  categorically  needy. 

STATES  HAVE  RESPONDED  TO  RECENT  FEDERAL  LEGISLATION  ALLOWING  THEM 
GREATER  FLEXIBILITY  IN  MEDICAID  PROGRAM  DESIGN 

Since  1980,  the  Medicaid  program  has  undergone  considerable 
legislative  change.  The  three  major  pieces  of  legislation  which 
have  brought  about  these  changes  are: 

•  The  Omnibus  Reconciliation  Act  of  1980  (ORA) 

•  The  Omnibus  Budget  Reconciliation  Act  of  1981  (OBRA) 

•  The  Tax  Equity  and  Fiscal  Responsibility  Act  of  1982  (TEFRA) 

Two  general  themes  of  these  Acts  have  been:     (1)  increased  State 
flexibility  in  program  design,  and  (2)  cost  containment.     While  the 
recency  of  these  legislative  changes  precludes  an  evaluation  of 
their  impacts  at  this  date,   the  study  examined  what  responses  States 
are  making  to  these  opportunities  and  what  trends  are  suggested  by 
these  responses. 
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•  Almost  Every  State  Has  Requested  a  Waiver  from  HCFA  to 
Implement  Home  and  Community-Based  Services 

Under  Section  2176  of  OBRA,  States  are  allowed  to  apply  to 
HCFA  for  a  special  waiver  to  finance  non-medical  home  and 
community-based  services  through  Medicaid.     In  order  to 
receive  HCFA  approval  for  their  waiver  requests,  States 
must  demonstrate  that  total  long-term  care  expenditures 
under  the  waiver  program  will  be  less  than  what  total 
long-term  care  expenditures  would  have  been  without  the 
program.     State  responses  to  the  Section  2176  waiver 
program  have  exceeded  all  expectations.     As  of  December  9, 
1983,  HCFA  had  received  105  waiver  requests  from  47  States, 
62  of  which  had  been  approved,   6  disapproved,  and  4 
withdrawn.     The  remaining  33  requests  were  still  pending. 
Of  the  62  which  have  been  approved,   29  waiver  programs  were 
targeted  to  aged/disabled  persons,   28  to  the  mentally 
retarded,  and  5  to  the  mentally  ill.     The  most  commonly 
applied  for  services  are  case  management,  adult  day  care, 
respite  care,  and  habilitation. 

•  Several  States  Have  Moved  from  Traditional  Cost  Based 
Systems  of  Inpatient  Hospital  Reimbursement  to  Alternative 
Methods  Designed  to  Better  Control  Program  Expenditures 

To  help  contain  hospital  costs  in  the  Medicaid  program, 
OBRA  granted  States  new  flexibility  in  the  establishment  of 
inpatient  hospital  reimbursement  methodologies.  Under 
Section  2173,  States  are  allowed  to  reimburse  hospitals 
only  for  costs  which  were  "reasonable  and  adequate  to  the 
the  costs  whch  must  be  incurred  by  efficiently  and 
economically  operated  facilities."    As  of  early  1982,  17 
States  had  departed  from  traditional  cost-based  methods  of 
hospital  reimbursement  to  alternate  reimbursement  methods. 
Of  these  17,   however,  only  4  had  done  so  under  Section  2173 
authority:  Illinois,  Kentucky,  Missouri,  and  North 
Carolina.     The  other  13  States  bad  changed  reimbursement 
methods  under  HCFA  demonstration  authority. 

•  States  Have  Also  Responded  to  OBRA  Provisions  Which  Allow 
Them  to  Relax  Medicaid  Freedom-of-Choice  Provisions 

Prior  to  enactment  of  OBRA,  Medicaid  enrollees  were 
generally  free  to  seek  medical  care  from  any  certified 
Medicaid  provider.     Section  2175  of  OBRA  relaxed  the 
f reedom-of -choice  provision  in  several  ways.     As  of  June 
15,   1983,   22  States  had  submitted  a  total  of  47  waiver 
applications  related  to  the  f reedom-of -choice  provisions. 
Of  these  47  applications,   25  were  approved,   7  were  pending, 
and  14  were  either  withdrawn  or  denied.     Of  the  25  approved 
waivers,  the  vast  majority  (19)   involved  primary  care  case 
management.     Only  4  involved  shared  savings,  and  7 
restricted  recipients  to  efficient  and  cost-effective  care. 
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•  Although  Copayments  Are  Widely  Used  by  State  Medicaid 
Programs,   Few  States  Have  Responded  to  TEFRA  Provisions 
Allowing  Copayments  to  the  Categorically  Needy  for 
Mandatory  Services 

In  an  attempt  to  increase  cost-consciousness  among  Medicaid 
recipients,  TEFRA  allowed  States  to  extend  limited 
copayment  requirements  for  certain  services  to  the 
categorically  needy.     As  of  March  1983,   25  States  had  some 
form  of  copayments,   copayents  were  applied  most  frequently 
to  drug  purchases  (19  States),  but  also  to  a  variety  of 
other  services,   such  as  optometrist,  chiropractor,  and 
outpatient  services.     Most  of  these  copayments  were, 
however,   in  effect  prior  to  the  enactment  of  TEFRA.     Only  3 
States  appear  to  have  added  copayments  on  mandatory 
services  for  the  categorically  needy. 

•  New  Eligibility  Options  for  Medicaid  Have  Received  Varied 
Response  at  the  State  Level 

Each  of  the  three  major  pieces  of  Medicaid-related 
legislation  enacted  between  1980  and  1982  included  changes 
in  State  options  for  eligibility  policy.     Some  of  these 
options  have  produced  considerable  response  at  the  State 
level  while  others  have  not.     Probably  the  greatest 
responses  has  been  to  the  ORA  change  to  allow  States  to 
prohibit  transfer  of  assets  in  the  2  years  prior  to 
Medicaid  application.     This  has  been  adopted  by  30-35 
States. 

With  regard  to  OBRA  eligibility  options,  State  response  has 
been  more  variable.     Of  greatest  interest,   no  State  so  far 
has  adopted  a  limited  medically  needy  program.  Apparently 
the  only  States  even  considering  it  are  States  which 
currently  do  not  have  medically  needy  programs.     About  7 
States  have  set  the  maximum  age  for  their  coverage  of 
Ribicoff  children  at  less  than  21  years  of  age.  Thirty-one 
States  have  elected  to  cover  pregnant  women  as  an  optional 
AFDC-related  categorically  needy  group,  while  only  3  States 
have  opted  for  the  coverage  of  participants  in  subsidized 
employment . 

Eleven  States  have  responded  to  the  TEFRA  option  allowing 
States  to  cover  certain  disabled  children  living  at  home 
who  would  previously  have  been  eligible  only  in  an 
institution  (the  so-called  "Katie  Beckett"  children).  No 
States  have  yet  moved  to  exercise  the  TEFRA  option  of 
imposing  liens  on  the  homes  of  the  institutionalized. 
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States  Have  a  Growing  Interest  in  Alternative  Family 


Responsibility  Requirements  for  Medicaid 


Although  there  have  been  no  recent  Federal  changes  in 
Medicaid  law  which  alter  the  legal  responsibilities  of  the 
families  of  Medicaid  requests,   there  is  growing  interest  at 
both  the  Federal  and  State  levels  to  develop  family 
responsibility  requirements  which  address  some  of  the 
deficiencies  in  existing  Medicaid  program  policies. 
Policymakers  recognize  that  some  Medicaid  provisions  serve 
as  disincentives  to  families  to  care  for  their  elderly  and 
disabled  kin. 


States  have  generally  been  considering  two  alternative 
approaches  to  Medicaid  family  responsibility  provisions: 
(1)  requiring  family  members  of  institutionalized  Medicaid 
recipients  to  pay  a  portion  of  nursing  home  costs;  and  (2) 
providing  financial  incentives  to  families,   either  through 
tax  deductions  or  direct  payments,  to  care  for  their 
elderly  kin. 

So  far,   only  one  State  (Idaho)  has  enacted  a  "family 
responsibility  program"  requiring  family  members  of 
institutionalized  recipients  to  contribute  to  the  cost  of 
care.     Four  States  —  Idaho,  Oregon,   Iowa  and  Arizona  — 
are  also  experimenting  with  tax  incentives  for  family 
caregiving.     Outside  the  Medicaid  program,  a  number  of 
States  have  permitted  direct  payments  to  family  members  to 
provide  care,  under  specified  conditions.     The  primary  risk 
of  financial  incentive  programs  is  that  instead  of 
purchasing  additional  long-term  care  serivces,  resources 
will  be  used  to  pay  for  care  that  would  otherwise  have  been 
provided  voluntarily  without  incentives. 
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Chapter  1 
INTRODUCTION  AND  OVERVIEW 


1.1  Introduction 

This  report  fills  an  immediate  need  for  basic  information  and 
analyses  regarding  the  Medicaid  program.     Its  purpose  is  to  assemble 
in  coherent  fashion  the  available  evidence  regarding  significant 
program  issues.     It  is  an  intermediate  step  in  a  series  of  studies 
conducted  by  the  Office  of  Research  and  Demonstration  (ORD)  of  the 
Health  Care  Financing  Administration  (HCFA)  and  the  Office  of  the 
Assistant  Secretary  for  Planning  and  Evaluation  (ASPE).  The 
foundation  for  these  studies  is  an  evaluation  plan  for  Medicaid 
which  developed  a  list  of  evaluation  topics  and  potential 
approaches.  1    The  successor  to  the  present  study  is  an  extensive 
three-year  evaluation,  which  examines  the  consequences  of  program 
changes  since  the  Omnibus  Budget  Reconciliation  Act  of  1981. 

The  present  study  is  thus  not  a  definitive  evaluation,  but 
rather  an  application  of  readily  available  information  to  those 
program  issues  which  are  validly  and  feasibly  addressed  in  the  short 
term.     The  focus  of  the  report  is  in  the  following  areas: 

•  The  effect  of  State  optional  eligibility  provisions  on 
Medicaid  enrollment  and  expenditures; 

•  The  characteristics  of  the  Medicaid  nursing  home  population 
and  nursing  home  expenditure  patterns; 

•  The  characteristics  and  expenditure  patterns  of  persons  who 
are  enrolled  in  both  Medicare  and  Medicaid  (dual  enrollees); 


^Evaluation  Options  for  Medicaid,  Urban  Systems  Research  and 
Engineering,  Inc.  and  SysteMetrics ,  Inc.,  July  1982. 
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•      State  responses  to  recent  legislative  changes  in  the 
Medicaid  program,  most  specifically  the  Omnibus  Budget 
Reconciliation  Act  of  1981  (OBRA),  and  the  Tax  Equity  and 
Fiscal  Responsibility  Act  of  1982  (TEFRA). 

Findings  in  thse  areas  are  presented  in  the  context  of  recent 
trends  in  the  Medicaid  program. 

1. 2  Methodology 

The  overall  objective  of  the  study  was  to  synthesize  findings 
on  the  nine  policy  issues  identified  in  the  Medicaid  evaluation 
plan.     No  original  data  collection  and  analysis  was  intended  for  the 
present  report.    Rather  the  purpose  was  to  review  and  analyze  data 
which  were  already  available,  though  often  not  in  published  form. 

The  nine  issues  identified  as  evaluation  priorities  were  the 
following : 

1.  Home  and  Community  Based  Care  Waivers 

2.  Inpatient  Hospital  Reimbursement 

3.  Freedom  of  Choice  Waivers 

4.  Copayments 

5.  Family  Responsibility 

6.  Eligibility 

7.  Institutionalized  Recipients 

8.  Dual  Entitlees 

9.  Distribution  of  Medicaid  Utilization  and  Expenditures 

This  report  examines  three  of  these  issues  in  depth: 
Eligibility,  Institutionalized  Recipients,  and  Dual  Entitlees. 
Since  most  of  the  remaining  issues  concern  relatively  recent  changes 
to  the  Medicaid  program,  their  discussion  in  this  report  is  limited 
to  how  States  have  responded  to  the  greater  flexibility  offered  by 
recent  legislation.     The  impact  of  these  policy  changes  will  be 
evaluated  in-depth  in  the  three-year  Medicaid  Program  Evaluation 
study  recently  initiated  by  HCFA.     The  present  report  thus  provides 
a  "first-cut"  look  at  these  issues,  using  readily  available  data. 

The  major  data  sources  reviewed  for  information  on  these  issues 

are : 

1)     Annual  Statistical  Reporting  Data  (HCFA  2082).  All 
Medicaid  jurisdictions  are  required  to  submit  annual 
aggregate  statistical  reports  on  Medicaid  recipients, 
expenditures,  and  services  provided  on  HCFA  form  2082. 
This  form  is  organized  into  10  separate  sections  (A-J) 
which  essentially  require  States  to  report  participants, 
expenditures,  and  services  provided  in  various 
cross-tabulations  (by  eligibility  group,  by  cash  assistance 
status,   by  age  and  sex,  etc.)     Sections  A  and  B  of  HCFA 
form  2082  for  the  years  1975  through  1982  have  recently 
been  automated  and  can  be  accessed  through  the  SAS 
programming  language. 
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2)  Tape-to-Tape  Data»    Under  separate  contract  to 
SysteMetrics,   Inc.,  HCFA  is  sponsoring  a  project  to  develop 
automated,  person-based  uniform  data  files  from  State 
Medicaid  Management  Information  Systems  (MMIS).    MMIS  files 
from  five  States  (New  York,  Michigan,  California,  Tennessee 
and  Georgia)  and  three  years  (1980-1982)  are  being  recoded 
into  uniform  research  files  containing  complete 
eligibility,  claims  and  provider  data  on  State  files. 
During  the  course  of  this  study,  Tape-to-Tape  files  for  two 
States  (New  York  and  Michigan)  and  two  years  (1980  and 
1981)  were  available.    Analyses  were  limited  to  some  207 
cross-tabulations  of  Tape-to-Tape  for  each  State  and  year, 
(the  Early  Returns  Tables).    These  cross-tabulations  were 
selected  by  SysteMetrics  and  were  not  chosen  to  be 
responsive  to  the  needs  of  this  study. 

3)  National  Medical  Care  Utilization  and  Expenditure  Survey 
(NMCUES)  Data.    The  National  Medical  Care  Utilization  and 
Expenditure  Survey  (NMCUES)  was  a  panel  survey  of  6000 
randomly  selected  households  nationwide  and  4000  Medicaid 
households  in  four  States  conducted  in  1980.  Each 
household  was  interviewed  a  total  of  five  times  over  the 
course  of  one  year,  three  times  in  person  and  twice  by 
phone.     Interview  data  from  Medicaid  and  Medicaid  enrollees 
will  be  linked  to  administrative  records  maintained  by 
States  and  HCFA.    NMCUES  data  available  to  this  study 
consisted  of  findings  reported  in  approximately  10 
preliminary  research  reports  produced  using  the  NMCUES  data 
base. 

4)  Program  Characteristics  Data.     Several  HCFA  research 
projects  are  attempting  to  collect  and  update  uniform  data 
on  State  Medicaid  policies  regarding  eligibility,  benefits, 
reimbursement  and  administration.    When  linked  to  other 
data  sources,  program  characteristics  data  can  be  used  to 
examine  reasons  for  variation  in  Medicaid  utilization  and 
expenditures  across  States.     State  Medicaid  Program 
Characteristics  as  of  February  1982  were  collected  and 
reported  by  La  Jolla  Management  Corporation.  The 
Intergovernmental  Health  Policy  Project  (IHPP)  and  the 
National  Governors  Association  (NGA)  also  collect  and 
periodically  report  on  recent  and  proposed  changes  in  State 
Medicaid  policies. 

5)  Medicaid  Quality  Control  (MQC)  System  Data.     The  Medicaid 
Quality  Control  (MQC)  System  is  a  State  and  Federal  program 
that  systematically  reviews  a  statistically  reliable  sample 
of  Medicaid  cases  for  the  purpose  of  detecting  errors  in 
eligibility  determination,  claims  payment,  and 

misut ilization  of  third  party  payors.    A  demonstration  of 
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the  feasibility  of  constructing  a  person-based  data  base 
from  the  MQC  system  was  conducted,  using  the  April  to 
September  1980  HCFA  re-review  subsample  in  32  States.  This 
data  base  contains  10,000  cases  and  approximately  21,000 
enrollees,  and  is  presently  being  maintained  by  the  Office 
of  Evaluation  and  Technical  Analysis  within  ASPE.  Data 
requests  were  submitted  to  E&TA/ASPE  as  part  of  this 
contract,  and  special  analysis  runs  were  conducted 
exclusively  for  this  study. 

1 . 3  Limitations 

By  design,  the  analyses  presented  here  were  conducted  under 
stringent  time  and  resource  constraints.     The  objective  of  the 
project  was  to  begin,  and  not  necessarily  to  conclude,  an 
investigation  of  Medicaid  evaluation  issues.     The  most  obvious 
limitation  of  this  approach  is  that  some  analyses  are  not  carried 
forward  as  far  as  they  might  have  been  with  additional  effort. 
Second,  many  of  the  data  used  were  from  available  tabulations, 
rather  than  from  special  runs.     Third,  while  new  Medicaid  data  are 
continuously  becoming  available  for  analysis,  the  short-term 
evaluation  could  use  (for  the  most  part)  only  those  data  which  were 
ready  in  the  summer  of  1983.     This  limitation  most  clearly  affected 
the  use  of  Tape-to-Tape  data  and  MQC  data.     Both  of  these  data 
sources  when  completely  available  will  support  much  richer  analysis 
for  several  of  the  issues  covered  in  this  report.     Similarly,  this 
report  makes  use  of  analyses  conducted  by  the  Office  of  Research  as 
they  stood  in  mid-1983,  and  does  not  incorporate  more  recent 
findings  from  new  and  ongoing  studies. 

The  analyses  presented  in  this  report  are  further  affected  by 
the  limitations  of  Medicaid  data.     For  various  reasons,  the  quality 
of  Medicaid  data  over  the  years  has  been  less  than  ideal,  and  many 
quality  problems  persist.     In  addition,  the  design  of  some  of  the 
data  bases  imposes  inherent  limitations,  such  as  the  fact  that 
NMCUES  includes  only  the  non-institutionalized  Medicaid  population, 
the  MQC  sample  is  drawn  from  only  32  States,  and  2082  data  are  in 
aggregate  form.     Specific  limitations  of  each  of  the  data  bases  are 
noted  as . appropriate  in  the  presentation  of  data  within  each  chapter 
of  this  report. 

1 .  4    Organization  of  Report 

The  remainder  of  this  chapter  provides  a  detailed  overview  of 
findings.     Chapters  2  through  6  supply  their  factual  and  analytic 
underpinnings.     Chapter  2  highlights  recent  trends  in  the  Medicaid 
program  over  the  last  ten  years.     Some  underlying  reasons  for  the 
dramatic  rise  in  Medicaid  expenditures  are  presented,  as  well  as 
variations  in  the  growth  of  expenditures  across  States.     Chapters  3 
through  5  then  look  at  the  Medicaid  program  from  three  different 
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perspectives.     Chapter  3  examines  how  the  decisions  States  make 
concerning  eligibility  provisions  affect  Medicaid  enrollment  and 
expenditures.     Chapter  4  examines  nursing  home  utilization  and 
expenditures  in  the  Medicaid  program,  the  component  with  the  fastest 
rising  —  and  most  difficult  to  control  —  costs.     In  Chapter  5, 
another  high  utilizer  group  is  examined:  aged  and  disabled 
beneficiaries  who  are  dually  enrolled  in  Medicaid  and  Medicare. 

Chapter  6  summarizes  recent  legislative  changes  in  the  Medicaid 
program,  particularly  OBRA  1981  and  TEFRA  1982,  which  allow  States 
greater  flexibility  in  the  design  of  the  program  and  which  are 
intended  to  stem  spiraling  Medicaid  expenditures.     Six  of  the  nine 
evaluation  issues  identified  in  the  Evaluation  Options  for  Medicaid 
report  are  discussed  in  this  context  —  home  and  community-based 
care,  inpatient  hospital  reimbursement,  freedom  of  choice  waivers, 
copayments,  family  responsibility  and  eligibility. 

I.  5    Overview  of  Findings 

Chapter  2:     RECENT  TRENDS  IN  THE  MEDICAID  PROGRAM 

Between  1972  and  1982,  the  rate  of  growth  in  total  Medicaid 
expenditures  exceeded  the  rate  of  growth  in  Federal  and  State 
revenues  by  over  40%.     Expenditures  rose  from  $6.3  billion  in  1972 
to  $29.9  billion  in  1982,  an  Annual  Compound  Rate  of  Growth  (ACRG) 
of  16.9  percent.     In  comparison,  Federal  revenues  grew  at  an  ACRG  of 

II.  7  percent  over  the  same  period,  and  State  revenues  at  an  ACRG  of 
11.4  percent. 

While  rapid  expenditure  increases  of  the  early  1970s  can  be 
attributed,  at  least  in  part,  to  growth  in  Medicaid  enrollment,  more 
recent  expenditure  increases  cannot  be.     The  Medicaid  recipient 
population  grew  from  17.6  million  persons  in  1972  to  22.9  million 
persons  in  1977,  but  since  that  time  has  decreased  by  about  1 
million  persons.     In  1982,  about  21.9  million  persons  (9.5%  of  the 
U.S.  population)   received  medical  services  paid  by  Medicaid.  This 
declining  enrollment  has  led  to  a  widening  gap  between  the  size  of 
the  Medicaid  recipient  population  and  the  number  of  persons  living 
below  poverty  level  (Exhibit  1-1).     However,  many  recent  additions 
to  the  poverty  population  do  not  meet  Medicaid  categorical 
eligibility  requirements,  and  there  is  continuing  controversy  over 
the  adequacy  of  current  poverty  definitions,  which  are  based  solely 
on  cash  income. 

Trends  in  Medicaid  Enrollment  by  Eligibility  Group 

AFDC-related  recipients  comprised  about  two-thirds  of  the 
Medicaid  population  in  1982,  while  the  aged,  blind,  disabled  and 
others  comprised  the  remaining  one-third.     The  AFDC -adult  population 
has  been  growing  more  rapidly  than  the  AFDC-child  population,  due  to 
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the  shrinking  size  of  AFDC  families.     Within  the  SSI-related  populations, 
the  blind  and  disabled  population  has  grown  substantially,  while  aged 
recipients  comprise  a  declining  proportion  of  the  Medicaid  population. 
This  may  be  somewhat  surprising,  given  the  rapid  growth  in  the  elderly 
U.S.  population  in  general.     While  the  total  elderly  population  grew  by 
28%  between  1972  and  1982,  the  aged  Medicaid  population  grew  by  only 
1.5%.     The  decreasing  percentage  of  elderly  persons  receiving  Medicaid  is 
largely  attributable  to  the  improved  economic  status  of  the  elderly.  The 
poverty  rate  among  the  elderly  has  declined  dramatically  in  recent  years 
(Exhibit  1-2).     In  1982,  it  dropped  below  the  poverty  rate  for  the 
non-elderly. 

In  contrast,  there  has  been  substantial  growth  in  the  SSI  disabled 
population  in  recent  years.     This  growth  has  been  partly  fueled  by 
deinstitutionalization  policies  for  the  mentally  disabled,  which  have 
increased  the  number  of  mentally  disabled  persons  eligible  for  SSI,  and 
therefore  Medicaid. 

Overall,  however,  there  has  been  no  change  in  the  ratio  of 
SSI-related  recipients  to  AFDC-related  recipients.    Within  the 
SSI-related  groups  the  decline  in  aged  recipients  and  the  increase  in 
disabled  recipients  have  been  offsetting.     Consequently,  the  ratio  of 
AFDC-related  recipients  to  SSI-related  recipients  remained  the  same  (2.5 
to  1)  between  1972  and  1982. 

Trends  in  Medicaid  Expenditures  by  Eligibility  Group 

Despite  the  fact  that  the  ratio  of  AFDC-related  recipients  to 
SSI-related  recipients  has  remained  stable,  total  expenditures  for 
SSI-related  recipients  have  been  growing  at  a  greater  rate  than  for 
AFDC-related  recipients.     Consequently,  expenditures  for  SSI-related 
recipients  grew  from  62%  to  72%  of  all  Medicaid  costs  between  1973  and 
1982.     In  1982,  the  distribution  of  expenditures  across  the  two  major 
eligibility  groups  was  almost  the  opposite  the  distribution  of  recipients 
(Exhibit  1-3).     The  aged,  blind  and  disabled,  who  made  up  less  than  30% 
of  all  recipients,  accounted  for  72%  of  all  Medicaid  costs.     The  AFDC 
population,  on  the  other  hand,  made  up  66%  of  the  population,  but 
accounted  for  only  26%  of  all  expenditures. 


Exhibit  1-3 


Distribution  of  Recipients  and  Expenditures  in  the 
Medicaid  Program,  by  Eligibility  Group;  1982 


Eligibility  Group 


Recipients 


Expenditures 


AFDC  children 
AFDC  adults 
Aged 

Blind  and  Disabled 
Other 


42% 
24 
15 
13 
6 


12% 
14 
36 
36 
2 


100% 


100% 
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Expenditures  for  SSI-related  recipients  account  for  an 
increasing  portion  of  costs  due  to  more  rapid  increases  in  per 
capita  costs  for  the  aged,  blind  and  disabled  (Exhibit  1-4). 
Increases  in  the  average  cost  per  AFDC-related  recipient  (10.4% 
ACRG)  have  approximated  the  rise  in  the  medical  care  component  of 
the  Consumer  Price  Index  (9.5%  ACRG)  over  the  period.     Average  costs 
for  SSI-related  recipients,  on  the  other  hand,  have  increased  at 
almost  twice  the  inflation  rate  (17.9%).     Thus,   it  is  the  changing 
utilization  and  expenditure  patterns  of  the  SSI-related  groups  which 
have  been  driving  real  dollar  expenditure  increases  in  the  Medicaid 
program  in  recent  years. 


Chapter  3:  ELIGIBILITY 


States  have  fairly  wide  discretion  in  deciding  who  is  eligible 
for  Medicaid.     However,  there  has  been  little  systematic  analysis  of 
the  consequences  of  those  decisions  for  State  Medicaid  programs. 
Therefore,  this  study  examined  available  Medicaid  program  data  in 
the  context  of  State  eligibility  decision-making  and  its 
relationship  to  Medicaid  enrollment  and  expenditure  patterns.  While 
there  are  a  myriad  of  eligibility-related  decisions,  this  report 
focused  on  the  following  key  options: 

•  Whether  or  not  to  extend  coverage  to  the  "medically  needy" ; 

•  Eligibility  procedures  for  SSI-related  recipients; 

•  Whether  to  extend  coverage  to  the  following  optional 
populations : 

all  members  in  families  with  unemployed  parents  (AFDC-U); 
-    all  children  in  low-income  families  not  eligible  for  AFDC 
(MA-21  or  "Ribicoff  kids");  and 
•    The  establishment  of  payment  and  income  levels  for 
categorically  needy  and  medically  needy  applicants. 

Medically  Needy  Option 

The  medically  needy  option  allows  States  to  extend  Medicaid 
coverage  to  categorically-related  persons  (i.e.,  persons  who  are 
aged,  blind,  disabled,  or  members  of  single-parent  families)  who  are 
not  financially  eligible  for  SSI  or  AFDC  cash  assistance.  The 
selection  of  the  medically  needy  option  implies  a  substantial 
commitment  for  a  State  because  it  essentially  removes  an  income 
ceiling  for  those  persons  with  heavy  medical  expenses  and  thus 
substantially  increases  the  number  of  persons  who  are  eligible  for 
Medicaid.     In  1982,   30  States  had  medically  needy  programs.  The 
study  analysis  estimated  the  cost  to  an  average  State  of  offering 
Medicaid  to  medically  needy  persons. 

Medicaid  program  data  for  1982  indicate  that  the  medically 
needy  accounted  for  17.1%  of  all  recipients  and  36.4%  of  all 
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Exhibit  1-4 

Average  Payment  Per  Recipient  by  Eligibility  Category: 

1972-1982 


I  I         i         I         1         1         I         I         I         I  i 

1972     1973  1974   1975  1976  1977  1973  1979  1980  1981  1982 


Source:   2082  data 


23 


expenditures  in  medically  needy  States.     However,  there  was 
considerable  variation  among  States  around  these  averages.  These 
large  variations  make  it  difficult  to  generalize  what  effect  the 
selection  of  the  medically  needy  option  is  likely  to  have  on  State 
Medicaid  expenditures. 

Further  analysis  shows,  however,  that  these  aggregate 
statistics  generally  overstate  the  effects  of  the  medically  needy 
option.     Many  medically  needy  recipients  who  would  be  eligible  for 
Medicaid  even  without  a  medically  needy  program.  Most 
institutionalized  medically  needy  recipients,   in  particular,  would 
qualify  as  categorically  needy/no  cash  recipients  in  non-medically 
needy  States,  since  every  State  has  some  provision  for  providing 
medical  assistance  to  institutionalized  persons  not  on  AFDC  or  SSI. 
If  the  distribution  of  recipients  by  maintenance  assistance  status 
in  both  medically  needy  and  non-medically  needy  States  is  examined, 
the  data  show  that  States  without  medically  needy  programs  report 
considerably  higher  proportions  of  categorically  needy/no  cash 
recipients  than  the  medically  needy  States.     This  suggests  that  the 
net  effect  for  an  average  State  of  selecting  the  medically  needy 
option  may  be  to  increase  total  enrollment  by  about  6%,  not  17%. 

The  impact  of  the  medically  needy  option  on  program 
expenditures  is  significantly  greater  than  on  program  enrollment. 
In  medically  needy  States,  the  average  cost  per  medically  needy 
recipient  was  more  than  three  times  the  average  cost  per 
categorically  needy  recipient.     However,  average  costs  for  medically 
needy  recipients  were  still  less  than  for  non-cash  recipients  in 
non-medically  needy  States,  possibly  related  to  the  fact  that  many 
medically  needy  recipients  contribute  to  the  cost  of  care  through 
"spend-down"  provisions. 

Since  institutionalized  recipients  classified  as  medically 
needy  substantially  distort  the  real  impact  of  the  medically  needy 
option,  additional  enrollment  and  expenditure  analyses  were 
conducted  excluding  institutionalized  recipients.    These  analyses 
showed  that  the  average  cost  per  non-institutionalized  medically 
needy  recipient  was  only  1.8  times  the  average  cost  for  the 
categorically  needy  (compared  to  over  three  times  the  average  cost 
when  the  institutionalized  are  included). 

Assuming  that  the  medically  needy  option  does  not  affect 
enrollment  and  expenditures  for  institutional  care,  it  is  estimated 
that  the  overall  effect  of  the  medically  needy  option  is  to  expand 
overall  program  enrollment  by  about  6%,  and  that  the  average  cost  of 
serving  these  additional  enrollees  is  1.8  times  the  average  cost  of 
serving  non-institutionalized  categorically  needy  recipients. 
However,  the  large  variations  around  these  averages  among  medically 
needy  States  make  it  difficult  to  predict  the  enrollment  and 
expenditure  effects  for  any  single  State  which  may  be  considering 
adopting  or  dropping  the  medically  needy  option. 
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Treatment  of  SSI  Recipients 


States  have  three  options  for  enrolling  aged,  blind  and 
disabled  SSI  recipients  in  their  Medicaid  programs.     First,  States 
can  elect  to  cover  all  SSI  recipients  automatically  and  not  require 
them  to  make  a  special  application  for  Medicaid  ("1634"  States). 
Second,  States  may  elect  to  cover  all  SSI  recipients,  but  only  if 
they  undergo  a  separate  State  determination  procedure  for  Medicaid. 
Finally,  States  can  choose  the  209(b)  option,  which  permits  them  to 
impose  eligibility  criteria  more  restrictive  than  SSI.    Of  these 
three  options,  the  "1634"  option  is  considered  the  least  stringent, 
the  209(b)  option  the  most  restrictive,  with  the  State  determination 
option  lying  somewhere  in  between. 

Analysis  of  enrollment  data  confirms  this  hierarchy.  The 
209(b)  option  appears  to  reduce  Medicaid  recipient  rates  of  aged 
categorically  needy  SSI  recipients  by  about  20%,  in  comparison  to 
States  employing  the  1634  and  State  determination  options.  For 
disabled  SSI  cash  recipients,  there  is  a  greater  effect.    The  209(b) 
option  appears  to  reduce  Medicaid  enrollment  of  disabled  cash 
recipients  by  about  30%  in  comparison  to  1634  States,  and  the  State 
determination  option  by  about  15%.     However,  per  capita  costs 
reflected  a  reverse  hierarchy,  in  which  209(b)  States  showed  the 
highest  per  capita  costs  for  SSI  cash  recipients,  and  1634  States 
the  lowest.     Thus,  it  appears  that  while  the  State  determination  and 
209(b)  options  do  reduce  Medicaid  program  enrollment,  the  principal 
effect  may  be  to  screen  out  the  marginal  users  of  medical  services. 

However,  there  was  considerable  variation  in  both  the  recipient 
ratios  and  per  capita  costs  among  the  States  for  each  of  the  three 
SSI  options.     Therefore,  these  data  have  to  be  interpreted  with 
caution. 

Optional  Group  Coverage 

Other  eligibility  decisions  available  to  States  include  whether 
or  not  to  provide  coverage  of  various  populations  which  do  not  meet 
categorical  criteria.     Two  of  the  largest  optional  groups  are  all 
children  in  low-income  families  which  are  not  AFDC-related  (Ribicoff 
kids)  and  families  with  unemployed  parents  (AFDC-U).     In  1982,  29 
States  covered  Ribicoff  kids  and  24  States  covered  families  with 
unemployed  parents. 

The  impacts  of  covering  these  two  groups  must  be  inferred  from 
indirect  data  sources,  since  there  are  no  distinct  reporting 
categories  for  these  groups  on  HCFA  reporting  forms.     The  analysis 
estimated  that  coverage  of  Ribicoff  kids  expands  the  Medicaid 
recipient  population  by  about  4%,  but  that  the  cost  of  serving  this 
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population  was  about  1.5  to  2  times  greater  on  a  per  capita  basis 
than  the  cost  of  covering  AFDC-related  children.     One  would  expect 
comprehensive  coverage  of  non-AFDC  poor  children  to  have  greater 
effects  on  enrollment,  but  the  higher  per  capita  costs  associated 
with  this  group  again  suggests  that  only  low-income  children  who  are 
high  users  of  medical  services  tend  to  participate  in  the  program. 

AFDC  program  data  were  used  to  estimate  the  enrollment  impacts 
of  electing  AFDC-U  coverage.     These  data  show  that  AFDC-U  cash 
recipients  comprise  about  8%  of  the  AFDC  caseload  in  AFDC-U  States. 
However,  no  data  are  available  to  indicate  whether  the  per  capita 
Medicaid  costs  of  AFDC-U  recipients  differ  from  those  experienced  by 
the  regular  AFDC  population. 

Payment  Levels 

States  indirectly  affect  the  size  of  their  Medicaid  program 
populations  by  the  payment  levels  they  establish  for  their  AFDC  and 
State  SSI  supplementation  programs.     These  income  levels  vary 
significantly,  from  $89  to  $508  per  month  for  a  family  of  two  for 
AFDC  cash  assistance,  and  from  $397  (no  State  supplement)   to  $815 
per  month  for  an  aged  couple  for  SSI  State  supplementation  programs 
in  1982.     Analyses  showed  that  States  with  higher  payment  levels 
have  larger  Medicaid  recipient  populations  than  States  with  lower 
payment  levels  for  both  SSI  and  AFDC.     The  effect  was  particularly 
pronounced  in  the  coverage  of  poor  children.    The  10  States  with 
highest  AFDC  payment  levels  had  AFDC-child  recipient  populations 
which  averaged  116%  of  the  total  number  of  poor  children  in  those 
States,  compared  to  only  38%  coverage  for  the  10  States  with  the 
lowest  AFDC  payment  levels. 

An  Eligibility  Classification  Scheme 

In  addition  to  examining  the  effects  of  individual  eligibility 
decisions,  the  study  examined  State  eligibility  policies  on  a 
broader  level.     To  conduct  this  analysis,  States  were  grouped  in  a 
six-tier  classification  scheme  according  to  the  comprehensiveness  of 
their  eligibility-related  decisions.     Three  criteria  were  used  to 
group  States  in  this  scheme:    first,  whether  or  not  the  State  had  a 
medically  needy  program;  second,  whether  the  AFDC  and  SSI/SSP 
payment  levels  were  above  or  below  the  median;  and  third,  whether  or 
not  a  State  had  elected  the  most  "liberal"  of  the  other  eligibility 
options  discussed  previously. 

The  results  of  this  analysis  generally  confirmed  the  ordering 
of  the  classification  scheme,  but  primarily  at  the  extremes 
(Exhibit  1-5).     The  seven  States  with  the  most  liberal  eligibility 
policies  accounted  for  only  30%  of  the  poverty  population  but  47%  of 
the  Medicaid  population.     In  contrast,  the  thirteen  States  with  the 
most  restrictive  eligibility  policies  accounted  for  32%  of  the 
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Exhibit  1-5 

Distribution  of  Overall  Medicaid  Recipients  and  U.S.  Poverty 


Population  by  Eligibility  Classification  Scheme 


%  of  Overall  U.S.  %  of  Overall  U.S. 

Medicaid  Recipient  Population  Living  Below 

Population  -  1982  Poverty  Level  -  1979* 


Tier  1  46.9%  29.5% 


Tier  2  9.9%  9.5% 


Tier  3  4.5%  4.7% 


Tier  4  12.2%  17.1% 


Tier  5  5.9%  6.3% 


Tier  6  20.5%  31.7% 


*  Does  not  sum  to  100%  because  Arizona  not  included. 


SOURCE:  2082  Data,  1982;  Statistical  Abstract  of  U.S.  1982-1983, 
Table  732,  p.  443. 


27 


poverty  population  but  only  21%  of  the  Medicaid  population.  The 
analysis  also  suggested  that  AFDC  and  SSI  payment  levels  and 
selection  of  optional  coverage  groups  have  greater  impacts  on 
program  enrollment  than  the  presence  of  a  medically  needy  program. 
When  the  classification  scheme  was  applied  to  average  per  capita 
costs,   however,   it  was  not  successful  in  rank-ordering  States  on 
this  criterion.     No  evidence,  therefore,  emerged  that  States  with 
the  most  restrictive  eligibility  criteria  are  only  screening  out  low 
utilizers,  and  are  consequently  serving  a  recipient  population  with 
higher  per  capita  costs. 

Person-Based  Eligibility  Data 

Person-based  eligiblity  data  became  available  from  the 
Tape-to-Tape  project  for  two  States  (New  York  and  Michigan)  very 
late  in  the  study.     The  potential  for  using  this  data  base  to 
conduct  analyses  relevant  to  eligibility  policy-making  is  enormous. 
However,  only  preliminary  analyses  (the  Early  Returns  Tables)  were 
available  for  this  study.     Some  highlights  of  these  early  results 
are : 

•  Enrollee/Recipient  Ratios.     The  data  showed  that 
approximately  20%  of  all  enrollees  in  New  York  and  Michigan 
did  not  use  any  Medicaid  services  in  1981.     This  recipiency 
rate  varied  by  eligibility  group  and  cash  assistance  status, 
with  some  differences  in  patterns  between  the  two  States. 

•  Length  of  Enrollment.     The  mean  length  of  enrollment  in 
Michigan  was  9.3  months  in  1981.     For  New  York,  the  average 
was  8.8  months.     For  both  States,  there  was  greater  turnover 
in  the  AFDC-related  enrollment  groups  than  in  the 
SSI-related  groups,  and  among  the  medically  needy  compared 
to  cash  assistance  recipients. 

•  Expenditures  and  Utilization  Patterns.    When  measured  in 
person-years  of  enrollment,  on  average,  medically  needy 
enrollees  cost  $4,682  per  year  in  Michigan  compared  to  $849 
for  categorically  needy  enrollees  receiving  cash.     For  New 
York  in  the  same  year,  the  costs  were  $6,478  on  average  for 
medically  needy  enrollees  and  $1,088  for  cash  enrollees.  In 
Michigan,  medically  needy  enrollees  had  the  highest  user 
rates  for  inpatient  hospital,  long-term  care  and  drug 
services,  while  cash  enrollees  were  more  likely  to  have  used 
ambulatory  care  and  dental  services. 

•  High  Cost  Users.    The  analysis  confirmed  the  commonly-held 
hypothesis  that  a  minority  of  enrollees  in  the  Medicaid 
program  account  for  the  vast  majority  of  expenditures.  In 
1981  in  Michigan,  the  10%  of  recipients  with  the  highest 
expenditures  accounted  for  72%  of  total  expenditures.  The 
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medically  needy  accounted  for  3  8%  of  the  high  cost  group, 
while  they  were  only  8%  of  enrollees.     In  New  York  for  the 
same  year,  10%  of  recipients  accounted  for  75%  of  overall 
expenditures.     The  medically  needy  were  15%  of  enrollees  but 
52%  of  the  high  cost  group.     In  both  States,  the  aged  were 
also  disproportionately  represented  among  high-cost  users. 

Chapter  4:     INSTITUTIONALIZED  RECIPIENTS 

Though  clearly  not  an  intention  of  the  original  legislation, 
Medicaid  has  become  the  primary  public  payer  for  the  nation's 
long-term  care  system.     Many  Medicaid  policy-makers  foresee  that 
long-term  care  will  be  the  most  critical  policy  area  in  the  coming 
decades,  as  the  program  confronts  the  inevitable  demographics  of  an 
aging  population. 

The  1982  Medicaid  Nursing  Home  Population 

In  1982,  approximately  1.5  million  persons  had  some  portion  of 
their  nursing  home  bill  paid  for  by  Medicaid.     Medicaid  recipients 
comprised  about  half  the  total  nursing  home  population,  and  in  1982, 
Medicaid  paid  just  under  half  (48.7%)  of  the  nation's  total  bill  for 
nursing  home  care. 

Almost  all  institutionalized  recipients  are  SSI-related:  73% 
are  aged  and  26%  are  disabled.  In  contrast,  the  aged  and  disabled 
make  up  less  than  one-fourth  of  the  non-institutionalized  Medicaid 
population.  Within  eligibility  groups,  33%  of  all  aged  recipients 
and  14%  of  all  disabled  recipients  received  nursing  home  care  at 
some  point  during  1982. 

Overall,  nursing  home  recipients  comprised  only  7.3%  of  the 
total  Medicaid  population,  yet  accounted  for  at  least  43%  of  all 
expenditures.     Since  nursing  home  recipients  incur  Medicaid  costs 
other  than  the  cost  for  nursing  homes  (e.g.,  hospital,  drug,  and 
physician  costs) ,  it  is  commonly  estimated  that  nursing  home 
recipients  account  for  over  half  of  all  Medicaid  expenditures. 

The  distribution  of  Medicaid  nursing  home  recipients  and 
expenditures  for  1982  by  the  type  of  nursing  home  care  provided  is 
displayed  in  Exhibit  1-6.     Intermediate  Care  Facilities  for  the 
Mentally  Retarded  (ICF-MRs)  are  by  far  the  most  costly  form  of 
nursing  home  care,  averaging  $23,435  per  recipient  per  year, 
compared  to  $7,855  for  recipients  of  Skilled  Nursing  Facilities  and 
$6,499  for  recipients  of  Intermediate  Care  Facilities.     Thus,  ICF-MR 
recipients  comprise  10%  of  all  nursing  home  recipients,  but  account 
for  28%  of  all  expenditures  for  nursing  home  care.     Higher  costs  for 
ICF-MR  recipients  are  due  both  to  longer  lengths  of  stay  per 
recipient  and  to  higher  per  diem  costs. 
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Exhibit  1-6 

Distribution  of  Nursing  Home  Recipients  and  Expenditures, 
and  Average  Per  Capita  Costs  by  Facility  Type:  1982 


Facility  Type 

Recipients 
(n)  (%) 

Expenditures 
($000)  (%) 

Cost  per 
Recipient 
($) 

Skilled  Nursing 
Facilities  (SNFs) 

558, 000 

(38) 

$4, 382,746 

(34) 

$7, 855 

Intermediate  Care 
Facilities  (ICFs) 

766,  000 

(52) 

4,  977,902 

(38) 

6,  499 

Intermediate  Care 
Facilities  for  the 
Mentally  Retarded 
(I CP -MRS) 

154,000 

(10) 

3,  608,  693 

(28) 

23, 435 

Total 

1,  478,  000 

(100) 

$12,969,341 

(100) 

$8,  775 

Recent  Trends  in  Nursing  Home  Utilization  and  Expenditures: 
1975-1982 


While  the  total  Medicaid  recipient  population  declined 
moderately  between  1975  and  1982,  the  Medicaid  nursing  home 
population  increased  by  about  160,000,  or  1.7%  per  year.  Thus, 
nursing  home  recipients  grew  from  6.4%  to  7.3%  of  all  Medicaid 
recipients  over  this  period.    Of  particular  interest,  however,  is 
that  for  the  most  recently  reported  year  (FY  1982),  the  Medicaid 
nursing  home  population  declined  by  125,000,  or  7.8%. 

The  aged  Medicaid  nursing  home  population  as  a  proportion  of 
the  total  U.S.  elderly  population  appears  to  have  been  declining 
moderately  since  1977.     The  data  suggest  that  the  proportion  of  all 
nursing  home  recipients  on  Medicaid  may  be  declining.     However,  the 
Medicaid  aged  nursing  home  population  is  growing  at  a  faster  rate 
than  the  number  of  elderly  persons  in  poverty  (Exhibit  1-7). 

Disabled  nursing  home  recipients  on  Medicaid  grew  by  33% 
between  1975  and  1982,  more  than  three  times  the  rate  of  growth  of 
the  aged  Medicaid  nursing  home  population.     The  proportion  of  all 
institutionalized  Medicaid  recipients  who  were  disabled  thus 
increased  from  22%  to  26%  over  this  period.     Approximately  a  third 
of  all  disabled  institutionalized  recipients  are  mentally  retarded 
persons  being  cared  for  in  ICF-MRs;  the  remaining  two-thirds  are 
persons  with  a  variety  of  disabilities  being  cared  for  in  ICFs  and 
SNFs. 
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Overall,  the  proportion  of  all  SSI-related  recipients  receiving 
nursing  home  care  rose  from  22%  in  1975  to  about  24%  in  1982.  This 
increase  in  nursing  home  recipients  partly  explains  why  per  capita 
costs  for  SSI-related  recipients  are  rising  faster  than  per  capita 
costs  for  AFDC-related  recipients,  as  discussed  previously. 
However,  per  capita  costs  for  non-institutionalized  aged  and 
disabled  recipients  have  also  been  rising  at  a  greater  rate  than  per 
capita  costs  for  the  AFDC  population. 


Exhibit  1-7 

Growth  in  the  Medicaid  Aged  Nursing  Home  Population  in 
Comparison  to  Other  Aged  Populations:  1975-1982 


Percent  Change:  1975-1982 

All  Aged  Medicaid  Recipients 
Aged  Medicaid  Nursing  Home  Home  Recipients 
Total  U.S.  Elderly  Population 
Total  U.S.  Elderly  Population  Below 
Poverty  Level 


-  7.5% 
+10.9% 
+  19.6% 

+  8.0% 


Nursing  home  expenditures  have  accounted  for  an  increasing 
proportion  of  the  Medicaid  budget,  from  38%  of  total  expenditures  in 
1975  to  43%  in  1982.     Percentage  increases  in  average  costs  per 
nursing  home  recipient  have  been  roughly  equal  to  increases  in 
average  costs  for  all  Medicaid  recipients  over  this  period  (Exhibit 
1-8).     This  means  that  over  the  entire  period  and  all  types  of  care, 
nursing  home  expenditures  have  comprised  an  increasing  proportion  of 
total  expenditures  due  almost  entirely  to  increases  in  the  number  of 
institutionalized  recipients  relative  to  non-institutionalized 
recipients.     More  recently,   this  has  not  been  the  case.  Between 
1981  and  1982,  the  average  cost  per  nursing  home  recipient  increased 
by  16.8%  compared  to  only  about  7.9%  for  non-institutionalized 
recipients.     These  data  tend  to  support  a  commonly-held  hypothesis 
that  with  recent  restrictions  on  nursing  home  bed  supply,  the 
Medicaid  nursing  home  case  mix  is  becoming  increasingly  impaired, 
resulting  in  increased  average  lengths  of  stay  and  higher  costs  per 
recipient. 

A  major  contributing  factor  in  growing  expenditures  for  nursing 
home  care  has  been  the  rapid  expansion  of  Intermediate  Care 
Facilities  for  the  Mentally  Retarded  (ICF-MRs).    Since  their 
addition  to  the  Medicaid  program  in  1972,  there  has  been  both  rapid 
development  of  new  ICF-MRs  and  conversion  of  non-certified  State 
institutions  (previously  100%  State  funded)  to  ICF-MR  standards. 
Since  1975,  expenditures  for  ICF-MR  care  have  increased  at  a 
remarkable  ACRG  of  almost  40%,   rising  to  $3.6  billion  in  1982.  In 
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1975,  ICF-MR  expenditures  accounted  for  just  8%  of  all  nursing  home 
expenditures;  in  1982,  they  accounted  for  28%.     In  fact,  if  payments 
for  ICF-MR  care  are  totally  excluded  from  the  Medicaid  budget, 
nursing  home  payments  for  SNF  and  ICF  care  would  have  comprised  the 
same  proportion  of  all  Medicaid  expenditures  in  1982  (34%)  as  in 
1973.     Put  differently,  the  increasing  proportion  of  Medicaid 
expenditures  spent  on  nursing  homes  is  entirely  attributable  to  the 
growth  in  expenditures  for  ICF-MRs. 


Exhibit  1-8 

Trends  in  Medicaid  Nursing  Home  Recipients, 
Expenditures,  and  Costs  per  Recipient 
by  Facility  Type 


SNFs 

ICFs 

ICF-MRs 

Total 
Nursing 
Homes 

Total 
Medicaid 

Recipients 
ACRG  1975-1982 

-1.3% 

+  2.4% 

+  16.2% 

+1.7% 

-0.1% 

Expenditures 
ACRG  1975-1982 

+  8.7 

+15.0 

+  39.6 

+15.7 

+  13.5 

Costs  Per  Recipient 
ACRG  1975-1982 

+10.1 

+  12.  3 

+  20.2 

+  13.8 

+  13.6 

Note:  The  medical  component  of  the  Consumer  Price  Index  increased  at 
an  ACRG  of  10.0%  between  1975  and  1982. 


Person-Based  Data  on  Institutionalized  Recipients 

Aggregate  statistics  on  costs  per  recipient  understate  real 
average  costs  per  person  since  all  recipients  are  counted  equally 
whether  they  receive  care  for  one  day  or  the  entire  year. 
Person-based  data  are  important  since  they  can  calculate  costs  per 
year  of  Medicaid  enrollment  rather  than  per  recipient.  Person-based 
data  can  also  track  expenditures  for  nursing  home  recipients  over 
and  above  nursing  home  claims  (e.g.,  physician  costs, 
hospitalization  costs,  etc.).    When  these  two  modifications  are  made 
to  Medicaid  expenditure  data  for  institutionalized  recipients,  costs 
increase  substantially.     In  Michigan,  when  expenditures  were 
adjusted  to  a  person-year  of  enrollment  basis,  average  costs  for  the 
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disabled  increased  8%,  and  for  the  aged,   20%.     In  New  York,  which 
had  shorter  lengths  of  enrollment  for  its  institutionalized 
population,  average  costs  for  the  disabled  increased  22%,  and  for 
the  aged,  36%. 

In  both  New  York  and  Michigan,  disabled  recipients  incurred 
higher  additional  service  costs  (other  than  nursing  home  care)  than 
aged  recipients.     These  additional  service  costs  increased  total 
average  costs  for  disabled  recipients  in  both  States  by  15.6%. 
Total  average  costs  for  aged  institutionalized  recipients  rose 
between  6-8%  when  additional  service  costs  were  included.     If  these 
ratios  are  applied  to  the  entire  institutionalized  Medicaid 
population,  it  is  estimated  that  nursing  home  recipients  account  for 
48%  of  all  Medicaid  costs  (as  opposed  to  43%  when  only  nursing  home 
claims  are  counted) . 

Chapter   5;     DUAL  ENROLLEES 

Dual  enrollees  are  individuals  who  are  enrolled  in  both 
Medicare  and  Medicaid.     Their  eligibility  for  Medicare  indicates 
that  they  are  either  aged  or  disabled.     Their  eligibility  for 
Medicaid  indicates  that  they  also  meet  Medicaid  financial 
eligibility  criteria. 

Dual  enrollees  are  of  interest  to  policymakers  because  they 
form  a  link  through  which  changes  in  one  program  may  affect 
utilization  and  expenditures  in  the  other.     For  example,  one  concern 
of  Medicaid  policy-makers  is  that  the  new  Medicare  hospital 
prospective  payment  system  will  put  pressures  on  hospitals  to 
discharge  dual  enrollees  to  nursing  homes  as  soon  as  possible,  which 
will  lead  to  increased  Medicaid  costs.     Policymakers  are  also 
interested  in  the  total  public  costs  of  serving  dual  enrollees  in 
both  Medicare  and  Medicaid.     State  Medicaid  policymakers,  in 
particular,  have  a  special  interest  in  the  utilization  patterns  of 
dual  enrollees,   since  they  have  the  option  of  "buying  in"  Medicare 
Supplementary  Insurance  (Part  B)  for  many  of  their  aged  and  disabled 
Medicaid  enrollees. 

The  Dual  Enrollee  Population 

Data  on  the  total  number  of  dual  enrollees  is  hampered  by  the 
unavailability  of  linked  Medicaid  and  Medicare  data  systems  on  the 
universe  of  dual  enrollees.     The  best  available  estimates  indicate 
that  dual  enrollees  numbered  3.3  million  in  1978,  accounting  for 
roughly  12%  of  the  Medicare  Part  B  population  and  15%  of  the  entire 
Medicaid  population.     Aged  dual  enrollees  numbered  2.8  million,  and 
disabled  dual  enrollees  numbered  0.5  million.     As  would  be  expected, 
the  vast  majority  of  aged  Medicaid  recipients  are  dual  enrollees; 
however,  there  is  much  less  overlap  between  the  Medicare  and 
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Medicaid  disabled  populations.     Only  about  20%  of  the  approximately 
2.6  million  disabled  persons  receiving  Medicaid  were  also  enrolled 
in  the  Medicare  program. 

Aged  Dual  Enrollees 

In  many  ways,   the  characteristics  of  the  aged  dual  enrollee 
population  are  similar  to  those  of  the  elderly  poor  population. 
Thus,   as  a  group,  the  aged  dual  enrollee  population  is  older,  with 
disproportionately  more  women  and  minorities,  than  the  rest  of  the 
Medicare  population.     Aged  dual  enrollees  are  also  in  poorer  health 
than  Medicare-only  enrollees.     Age-adjusted  death  rates  for  aged 
dual  enrollees  were  53%  higher  than  for  Medicare-only  enrollees,  and 
aged  dual  enrollees  were  much  more  likely  to  perceive  their  own 
health  status  as  only  fair  or  poor. 

Compared  to  Medicare-only  aged  benf iciaries,  aged  dual 
enrollees  were  more  frequent  and  costly  users  of  health  care.  After 
adjusting  for  age,  Medicare  reimbursements  for  aged  dual  enrollees 
averaged  50%  higher  than  for  aged  Medicare-only  enrollees. 

The  National  Medical  Care  Utilization  and  Expenditure  Survey 
(NMCUES)  data  base  is  currently  unique  in  providing  linked  Medicaid 
and  Medicare  utilization  data  for  non-institutionalized  dual 
enrollees.     The  1980  national  NMCUES  sample  found  that  non- 
institutionalized  aged  dual  enrollees  incurred  annual  total  health 
care  costs  of  $3,133  per  capita,  compared  to  $1,818  for  aged 
Medicare-only  beneficiaries  with  other  private  coverage,  and  $1,087 
for  aged  Medicare-only  beneficiaries  without  private  coverage. 
Out-of-pocket  expenditures  for  aged  dual  enrollees,  however,  were 
only  $233  per  year,  compared  to  $352  for  other  Medicare  beneficiaris 
with  private  coverage,  and  $319  for  Medicare  beneficiaries  without 
private  coverage.     For  this  non-institutionalized  dual  enrollee 
population,  NMCUES  found  that  Medicare  paid  for  57%  of  the  total 
health  care  cost,  Medicaid  for  37%,  other  sources  for  the  remaining 
6%. 

Disabled  Dual  Enrollees 

The  vast  majority  of  disabled  dual  enrollees  are  persons  who 
were  at  one  time  employed  and  contributing  to  Social  Security. 
Their  Social  Security  entitlement  makes  them  eligible  for  Medicare, 
while  their  relatively  low  incomes  qualify  them  for  Medicaid. 
Disabled  dual  enrollees  tend  to  be  younger,  with  more  women  and 
minorities,  than  other  disabled  Medicare  enrollees. 

In  1978,  average  Medicare  reimbursements  for  disabled  dual 
enrollees  were  27%  higher  than  reimbursements  for  disabled 
Medicare-only  enrollees,  adjusted  for  age. 
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State  Buy-In  Decisions 


State  Medicaid  programs  can  elect  to  "buy-in"  Medicare  Part  B 
coverage  for  some  or  all  of  their  dual  entitlees  by  paying  the 
monthly  premiums,  coinsurance  and  deductibles  for  Part  B  services. 
In  return,  Medicare  becomes  first  payer  for  those  services  covered 
by  Medicare  Part  B,  which  includes  physician,  outpatient,  home 
health,  and  other  ambulatory  care  services.     Regulations  covering 
buy-in  agreements  are  fairly  complex,  and  vary  for  cash  assistance 
and  no  cash  Medicaid  enrollees. 

In  1983,  only  27  States  purchased  Medicare  Part  B  coverage  for 
all  their  Medicare-eligible  Medicaid  enrollees;  21  States  purchased 
coverage  for  only  cash  assistance  recipients,  and  the  remaining  3 
States  had  no  buy-in  arrangements  at  all.    An  analysis  to  estimate 
whether  State  Medicaid  programs  save  money  through  "buy-in" 
agreements  was  conducted  by  calculating  the  difference  between  the 
costs  of  buying-in  and  costs  of  not  buying-in.     Costs  to  States  for 
premiums,  coinsurance  and  deductibles  for  persons  bought-in  to 
Medicare  were  compared  with  Medicare  expenditures  for  buy-ins  under 
Part  B.    The  analysis  assumed  that  Medicaid  programs  would  have  had 
to  incur  costs  equal  to  Medicare  Part  B  reimbursements  if  they  had 
not  bought-in. 

The  results  of  this  analysis  showed  that  for  every  State  for 
which  reasonably  complete  cost  data  were  available,  buying-in 
generated  savings.     The  average  State  saved  $367  per  disabled  buy-in 
and  $246  per  aged  buy-in.     Furthermore,  States  which  included  the 
medically  needy  in  their  buy-in  agreements  had  the  highest  average 
savings  —  $327  per  aged  buy-in  and  $465  per  disabled  buy-in  — 
despite  the  fact  that  States  pay  more  to  buy-in  for  the  medically 
needy  than  for  the  categorically  needy/cash  population. 

Chapter   6:     CURRENT  MEDICAID  PROGRAM  CHANGES 

Since  1980,  the  Medicaid  program  has  undergone  considerable 
legislative  change.  The  three  major  pieces  of  legislation  which 
have  brought  about  these  changes  are: 

•  The  Omnibus  Reconciliation  Act  of  1980  (ORA  1980) 

•  The  Omnibus  Budget  Reconciliation  Act  of  1981  (OBRA  1981) 

•  The  Tax  Equity  and  Fiscal  Responsibility  Act  of  1982  (TEFRA). 

Two  general  themes  of  these  Acts  have  been:     (1)  increased 
State  flexibility  in  program  design,  and  (2)  cost  containment. 
Interviews  with  policymakers  showed  interest  in  information  on  the 
impacts  of  these  recent  initiatives  in  the  following  five  areas: 

•  Reducing  institutional  costs:     home  and  community-based 
services  waivers; 
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•  Containing  provider  costs:     changes  in  hospital 
reimbursement ; 

•  Increasing  cost  consciousness  and  restricting  enrollees  to 
efficient  providers:     freedom-of -choice  waivers; 

•  Reducing  inappropriate  utilization:     the  use  of  copayments; 
and 

•  Deciding  whom  to  serve:     State  eligibility  provisions. 

In  addition,  policymakers  were  interested  in  recent  State 
initiatives  in  the  area  of  family  responsibility.     Although  there 
has  been  no  recent  Federal  legislation  in  this  area,  there  is 
growing  interest  at  both  the  Federal  and  State  levels  in  developing 
Medicaid  policies  which  maintain  the  role  of  family  members  as  the 
primary  providers  of  long-term  care  services. 

While  the  recentness  of  these  changes  precludes  an  evaluation 
of  their  impacts  at  this  early  date,  the  study  examined  what 
responses  State  are  making  to  these  opportunities  and  what  initial 
trends  are  suggested  by  these  responses.     HCFA  has  recently  awarded 
a  series  of  contracts  to  look  at  these  issues  in-depth  over  a 
three-year  period  beginning  October  1,  1983. 

Home  and  Community-Based  Services  Waivers 

Under  Section  2176  of  OBRA,  States  are  allowed  to  apply  to  HCFA 
for  a  special  waiver  to  finance  non-medical  home  and  community- 
based  services  through  Medicaid.     In  order  to  receive  HCFA  approval 
of  their  waiver  requests,  States  must  demonstrate  that  total 
long-term  care  expenditures  under  the  waiver  program  will  be  less 
than  what  total  long-term  care  expenditures  would  have  been  without 
the  program.     In  other  words,  States  must  demonstrate  how  the  costs 
of  home  and  community-based  services  would  be  more  than  offset  by 
reductions  for  other  covered  Medicaid  services  (e.g.,  hospital  care, 
nursing  home  care). 

State  responses  to  the  Section  2176  waiver  program  have 
exceeded  all  expectations.    As  of  December  9,  1983,  HCFA  had 
received  105  waiver  requests  from  47  States,   62  of  which  had  been 
approved,   6  disapproved,  and  4  withdrawn.     The  remaining  33  requests 
were  still  pending.    Of  the  62  which  have  been  approved,   29  waiver 
programs  were  targeted  to  aged/disabled  persons,   28  to  the  mentally 
retarded,  and  5  to  the  mentally  ill.     The  most  commonly  applied  for 
services  are  case  management,  adult  day  care,   respite  care,  and 
habilitation.     The  large  number  of  programs  being  targeted  to  the 
mentally  retarded  is  not  surprising,  given  the  extremely  high  cost 
of  ICF-MR  care  and  therefore  the  large  potential  for  achieving 
Medicaid  program  savings  by  reducing  utilization  of  ICF-MRs. 
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Inpatient  Hospital  Reimbursement 


To  help  contain  hospital  costs  in  the  Medicaid  program,  OBRA 
granted  States  new  flexibility  in  the  establishment  of  inpatient 
hospital  reimbursement  methodologies.     Under  Section  2173,  States 
were  allowed  to  reimburse  hospitals  only  for  costs  which  were 
"reasonable  and  adequate  to  meet  the  costs  which  must  be  incurred  by 
efficiently  and  economically  operated  facilities."     Prior  to  this 
provision,   reimbursements  were  based  on  "reasonable  costs,"  which 
generally  allowed  the  hospital  considerable  freedom  to  incur  costs 
and  pass  those  costs  on  to  the  Medicare  and  Medicaid  programs. 

As  of  early  1982,  17  States  had  departed  from  reasonable 
cost-based  methods  of  hospital  reimbursement  to  alternate 
reimbursement  methods.     But  of  these  17,  only  4  had  changed 
reimbursement  policies  under  Secton  2173  authority:  Illinois, 
Kentucky,  Missouri,  and  North  Carolina.     The  other  13  States  had 
changed  reimbursement  methods  under  HCFA  demonstration  authority. 

The  most  talked  about  change  in  hospital  reimbursement  is 
taking  place  in  California,   in  its  new  Selective  Provider 
Contracting  Program  (SPCP),  which  authorized: 

•  the  appointment  of  a  special  hospital  negotiator 
(informally  referred  to  as  "Czar")  who  would  act  as  prudent 
purchaser  for  all  inpatient  hospital  services  for  Medi-Cal 
enrollees ; 

•  the  Department  of  Health  Services  to  enter  into  selective 
contracts  with  non-institutional  providers;  and 

•  private  insurance  companies  and  non-profit  hospital  plans 
to  selectively  contract  with  Preferred  Providers,  and  to 
restrict  policy  holders  to  services  rendered  through  these 
providers. 

Freedom-of -Choice  Waivers 

Prior  to  enactment  of  OBRA,  Medicaid  enrollees  were  generally 
free  to  seek  medical  care  from  any  certified  Medicaid  provider  they 
wanted.     Section  2175  of  OBRA  relaxed  the  f reedom-of-choice 
provision  in  two  key  ways.     First,  States  could  engage  in  any  of  the 
following  activities  without  Secretarial  waiver  approval: 

•  competitive  bidding  arrangements  or  bulk/volume  purchasing 
for  laboratory  services  and  medical  devices; 

•  "locking-out"  or  restricting  the  participation  of  certain 
providers  who  had  provided  poor  quality  care  or  medically 
unnecessary  care;  and 
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•  "loc king-in"  certain  recipients  who  had  been  chronic 
overutilizers  by  restricting  their  care  to  specified 
providers. 

Second,  Section  2175  also  permitted  four  classes  of  Secretarial 
waivers  to  f reedom-of -choice  provisions: 

•  waivers  to  implement  primary  care  case  management  systems; 

•  waivers  to  permit  localities  to  act  as  central  brokers  in 
helping  Medicaid  recipients  choose  among  competing  health 
plans ; 

•  waivers  to  allow  States  to  share  with  recipients,  through 
the  provision  of  additional  services,  savings  resulting  from 
the  use  of  less  costly,  more  cost-effective  care;  and 

•  waivers  to  restrict  recipients  to  receiving  non-emergency 
care  from  only  efficient  and  cost-effective  providers. 

As  of  June  15,  1983,  22  States  had  submitted  a  total  of  47 
waiver  applications  related  to  the  f reedom-of -choice  provisions.  Of 
these  47  applications,  25  were  approved,  7  were  pending,  and  14  were 
either  withdrawn  or  denied.    Of  the  25  approved  waivers,  the  vast 
majority  (19)  involved  authority  governing  primary  care  case 
management.    Only  4  involved  authority  regarding  shared  savings,  and 
7  involved  authority  which  restricted  recipients  to  efficient  and 
cost-effective  care.     No  waiver  involved  activity  covering  central 
brokers,  and  several  waivers  included  more  than  one  type  of  waiver 
authority. 

Copayments 

In  an  attempt  to  increase  cost-consciousness  among  Medicaid 
recipients,  TEFRA  allowed  States  to  extend  limited  copayment 
requirements  for  certain  services  to  the  categorically  needy.  Prior 
to  TEFRA,  States  were  allowed  to  impose  nominal  copayments  on 
(1)  optional  services  for  both  the  categorically  needy  and  the 
medically  needy,  and  (2)  mandatory  services  for  the  medically  needy 
only.     The  passage  of  TEFRA  allowed  States  to  extend  "nominal" 
copayments  for  certain  mandatory  services  provided  to  the 
categorically  needy.     "Nominal"  was  defined  as  between  $0.50  and 
$3.00  per  service,  and  copayments  could  exceed  nominal  levels  only 
in  special  cases,  where  the  Secretary  waived  the  nominality 
requi  rement . 

As  of  March  1983,  25  States  had  some  form  of  copayments. 
Copayments  were  applied  most  frequently  to  drug  purchases  (19 
States) ,  but  also  to  a  variety  of  other  services,  such  as 
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optometrist,  chiropractor,  and  outpatient  services.     Most  of  these 
copayments  were,  however,   in  effect  prior  to  the  enactment  of 
TEFRA.     Only  3  States  appeared  to  have  added  copayments  on  mandatory 
services  for  the  categorically  needy. 

It  is  difficult  to  discern  an  overall  trend  in  the  use  of 
copayments  by  State  Medicaid  programs.     From  February  1982  to  March 
1983,   6  States  added  copayments,  4  States  eliminated  copayments,  and 
3  States  both  added  and  subtracted  copayments.     These  changes 
suggest  that  States  are  still  experimenting  with  copayment 
requirements. 

Eligibility 

Each  of  the  three  major  pieces  of  Medicaid-related  legislation 
enacted  between  1980  and  1982  included  changes  in  eligibility 
provisions.     First,  there  were  significant  changes  under  OBRA  1981 
which  restricted  eligibility  for  AFDC  cash  assistance  nationwide. 
These  AFDC  changes  of  course  affected  Medicaid  enrollment  of  AFDC 
recipients. 

Other  legislative  changes  affected  Medicaid  eligibility 
directly.     The  most  important  of  these  changes  were: 

•  OBRA  allowed  States  the  option  to  deny  eligibilty  to 
applicants  who  transferred  assets  for  less  than  fair  market 
value  in  the  two  years  prior  to  application  in  order  to 
become  eligible  for  SSI  and/or  Medicaid.     Preliminary  1983 
data  indicate  that  30-35  States  had  adopted  this  eligibility 
option,  and  that  four  States  have  imposed  even  more 
stringent  transfer  of  asset  requirements. 

•  OBRA  allowed  States  to  cover  only  specific  eligibility 
groups  in  their  medically  needy  programs  and  to  vary 
financial  eligibility  requirements  by  group.     As  of  1983,  no 
States  appear  to  have  adopted  this  type  of  "limited" 
medically  needy  program,  and  it  appeared  that  the  only 
States  considering  this  option  were  States  which  currently 
did  not  have  a  medically  needy  program. 

•  OBRA  also  restricted  the  optional  coverage  of  "Ribicoff" 
children  (poor  children  in  non-AFDC  households)  by  allowing 
States  to  set  a  maximum  age  for  such  children,  anywhere 
between  18  and  21.     Seven  States  have  used  this  option  to 
reduce  the  maximum  age  of  their  coverage  of  Ribicoff 
children  to  less  than  21  years  of  age. 

•  TEFRA  allowed  States  the  option  to  impose  liens  on  the  homes 
of  institutionalized  Medicaid  recipients  who  are  not  likely 
to  return  home.     No  States  as  of  this  date  have  moved  to 
exercise  this  option. 
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•    TEFRA  also  allowed  States  to  extend  eligibility  to  certain 
disabled  children  living  at  home  who  would  otherwise  have 
been  eligible  for  Medicaid  only  within  an  institution. 
Known  as  "Katie  Beckett"  children  after  the  young  girl  in 
Iowa  whose  situation  brought  this  issue  to  the  forefront, 
TEFRA  allowed  States  to  waive  deeming  requirements  for  these 
children  if  home  care  would  be  less  expensive  and  medically 
and  socially  appropriate.     As  of  this  writing,  11  States  had 
responded  to  this  eligibility  option. 

Family  Responsibility 

Long-term  care  research  has  consistently  underscored  the 
importance  of  family  and  friends  in  providing  long-term  care 
services  to  impaired  elderly  and  disabled  persons.     Despite  rapidly 
growing  public  expenditures  for  long-term  care,  it  is  commonly 
estimated  that  over  80%  of  all  long-term  care  is  still  provided  by 
these  "informal"  caregivers. 

In  recognition  of  this  fact,  there  is  growing  interest  among 
Medicaid  policy-makers  at  both  the  Federal  and  State  levels  to 
develop  policies  which  act  as  incentives,   rather  than  disincentives, 
to  family-provided  care.     These  policies  generally  take  two 
approaches:     (1)   requiring  family  members  of  institutionalized 
Medicaid  recipients  to  pay  a  portion  of  nursing  home  costs;  and  (2) 
providing  financial  incentives  to  families,  either  through  tax 
deductions  or  direct  payments,  to  care  for  their  elderly  kin. 

While  many  States  have  expressed  interest  in  requiring  family 
members  of  institutionalized  recipients  to  contribute  to  the  cost  of 
care,  this  policy  option  has  become  a  politically  sensitive  issue  in 
many  States,  and  therefore  an  option  which  States  are  approaching 
cautiously.    Only  one  State,   Idaho,  has  enacted  a  "family 
responsibility"  program  of  this  type.     Put  into  effect  in  October  of 
1983,  the  program  is  requiring  relatively  modest  contributions  from 
families  with  annual  incomes  more  than  three  times  the  poverty 
level.     For  example,  a  family  of  four  earning  $30,000  per  year  would 
be  required  to  contribute  about  $69  per  month  for  the  cost  of  a 
relative's  nursing  home  care. 

Four  States  —  Idaho,  Oregon,   Iowa  and  Arizona  —  are  also 
experimenting  with  tax  incentives  for  family  caregiving.  Each 
program  is  designed  differently  in  terms  of  who  is  eligible  to  take 
the  deduction  or  tax  credit,  the  amount  which  can  be  deducted,  and 
eligibility  requirements.     Outside  the  Medicaid  program,  a  number  of 
States  have  permitted  direct  payments  to  family  members  to  provide 
care,  under  specified  conditions.     The  primary  risk  of  financial 
incentive  programs  is  that  instead  of  "purchasing"  additional 
long-term  care  services,   resources  will  be  used  to  pay  for  care  that 
would  otherwise  have  been  provided  in  any  case  without  incentives. 
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RECENT  TRENDS 


Chapter  2 

IN  THE  MEDICAID 


PROGRAM 


This  chapter  presents  enrollment,  utilization  and  expenditure 
trends  in  the  Medicaid  program  over  the  ten-year  period  from  1972  to 
1982.    The  purpose  of  the  chapter  is  to  provide  a  historical 
perspective  to  the  recent  research  findings  presented  in  Chapters  3 
through  5,  and  to  the  discussion  of  future  directions  in  the 
Medicaid  program  presented  in  Chapter  6. 

The  primary  data  sources  for  this  chapter  are  annual 
statistical  reports  (HCFA  Form  2082)  submitted  by  State  Medicaid 
agencies  and  compiled  by  HCFA's  Bureau  of  Data  Management  and 
Strategy.     Although  the  Medicaid  program  was  initially  enacted  in 
1965,  national  Medicaid  data  generally  begin  with  the  year  1972  due 
to  problems  related  to  program  start-up  and  data  incomparability  in 
years  prior  to  1972.    The  diversity  of  State  Medicaid  programs,  the 
non-standardization  of  Medicaid  Management  Information  Systems 
(MMIS),  and  the  absence  of  person-based  file  structures  still  impose 
limitations  on  the  quality  of  these  data.     However,  the  quality  of 
national  Medicaid  data  has  been  constantly  improving  over  the  years, 
particularly  for  the  types  of  data  presented  in  this  chapter,  i.e., 
aggregate  data  on  recipients  and  expenditures. 

2.1    The  Medicaid  Crisis 

"Crisis"  is  a  term  which  is  being  increasingly  utilized, 
particularly  at  the  State  level,  to  describe  the  dramatic  rise  in 
Medicaid  expenditures  over  the  last  ten  years.    Over  this  period, 
Medicaid  spending  has  been  the  most  rapidly  rising  component  of  most 
State  budgets,  exceeding  the  rate  of  growth  in  State  revenues.  At 
the  Federal  level  as  well,  Medicaid  expenditures  are  increasing  at  a 
faster  rate  than  revenues,  contributing  to  budget  deficits. 

Total  Medicaid  expenditures  (State  and  Federal)  rose  from  $6.3 
billion  in  1972  to  $29.9  billion  in  1982,  an  Annual  Compound  Rate  of 
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Growth  (ACRG)  of  16.9%  (Exhibit  2-1  J.1     In  comparison,  Federal 
revenues  grew  at  an  ACRG  of  11.7%  over  the  same  period,  and  State 
revenues  at  an  ACRG  of  11.4%.     Put  differently,  Medicaid 
expenditures  have  been  growing  40%  faster  than  the  capacity  of 
Federal  and  State  governments  to  pay  for  Medicaid  services. 

The  growth  in  Medicaid  expenditures  was  not  constant  over  this 
ten  year  period.     The  most  rapid  growth  occurred  between  1972  and 
1975,  when  expenditure  increases  averaged  over  25%  each  year.  In 
the  latter  half  of  the  1970s  and  early  1980s,  expenditure  increases 
moderated,  averaging  13.7%.     However,  increases  in  Medicaid 
expenditures  should  be  viewed  within  the  context  of  State  and 
Federal  revenue  growth.     For  example,  while  the  rate  of  Medicaid 
expenditure  increase  declined  substantially  between  1981  and  1982  to 
under  10%,  the  decline  in  State  and  Federal  revenues,  due  to  the 
latest  recession,  was  equally  dramatic  (also  Exhibit  2-1).  Thus, 
the  Medicaid  funding  crisis  became  particularly  acute  in  several 
States  during  the  1981-1982  recession  as  Medicaid  expenditure 
increases  and  growing  welfare  costs  significantly  outpaced  growth  in 
public  revenues.     For  example,  total  State  revenues  in  Michigan 
declined  from  1981  to  1982  by  $448  million  while  Medicaid 
expenditures  increased  by  over  $35  million.    State  revenues 
increased  in  Pennsylvania  by  $942  million  from  1981  to  1982,  but 
Medicaid  expenditure  increases  took  up  almost  $400  million  (42%)  of 
that  new  revenue  growth.     California,  faced  with  a  projected 
shortfall  of  $200  million  in  its  1981-82  Medi-Cal  budget,  appointed 
a  Medicaid  "Czar,"  who  was  given  the  directive  to  reduce  Medi-Cal 
inpatient  hospital  costs  by  $100  million  in  1982-83  through 
selective  contracting  with  providers.     Given  these  unchecked 
increases  in  Medicaid  costs,  and  the  pressure  such  increases  put  on 
lagging  State  revenues,  it  is  therefore  not  surprising  that  current 
initiatives  in  Medicaid  policy  have  been  largely  focused  on  how  to 
limit  Medicaid  costs  while  maintaining  access  and  quality. 

Medicaid  expenditures  represent  about  10%  of  total  national 
expenditures  for  health  (Exhibit  2-2).     Between  1972  and  1975, 
Medicaid  expenditure  growth  exceeded  the  rate  of  growth  in  national 
health  care  expenditures,  while  in  the  latter  half  of  the  1970s, 
rates  of  growth  in  Medicaid  and  total  health  care  expenditures  were 
approximately  equal.     It  appears  that  since  1980,  the  proportion  of 
total  health  care  expenditures  paid  by  Medicaid  has  been  declining 


x2082  data.     Data  are  for  fiscal  years  and  exclude 
administrative  costs  and  State  "buy-in"  costs  for  dual  enrollees, 
unless  otherwise  noted.     Total  Medicaid  expenditures  for  calendar 
year  1982,   including  administrative  and  buy-in  costs  were  $34.0 
billion.     See  Gibson,  R.M.,  Waldo,  D.R.  and  Levit,  K.R.  "National 
Health  Expenditures,   1982."     Health  Care  Financing  Review  5(1): 
1-31,   Fall  1983. 
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Exhibit  2-1 

Cumulative  Annual  Percent  Change  in  Medicaid 
Expenditures,  State  Revenues,  and  Federal  Revenues: 

1972-1982 

1972=100 
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Sources:  2082  data,  State  Government  Finances,  and  Statistical 
Abstract  of  the  United  States:  1982-1983 
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slightly.     However,  this  decline  should  be  viewed  in  the  context  of 
enrollment  trends  in  the  Medicaid  program,  as  discussed  in  the 
following  section. 

Exhibit  2-2 

Medicaid  Expenditures  as  Percentage  of  National  Health  Expenditures: 

Calendar  Years  1972  -  1982 


1972  1973  1974  1975  1976  1977  1978  1979  1980  1981  1982 
9.1%     9.4       9.7       10.7     10.6     10.5     10.5     10.6     10.8     10.6  10.5 


Source:     Gibson  et  al,  op_.  cit.     Includes  administrative  and  buy-in 
costs. 

2. 2    Enrollment  Trends 

The  rise  in  Medicaid  expenditures  cannot  be  attributed  to 
increases  in  the  number  of  persons  receiving  medical  assistance 
through  Medicaid.     In  fact,  the  number  of  Medicaid  recipients  peaked 
in  1977  at  almost  23  million  persons  (Exhibit  2-3). 2    There  were 
significant  increases  in  the  recipient  population  in  the  early 
1970s,  largely  attributable  to  the  enactment  of  the  Federal 
Supplemental  Security  Income  (SSI)  program  in  1972,  which  increased 
the  number  of  aged,  blind,  and  disabled  persons  eligible  for  public 
assistance,  and  secondarily,  for  Medicaid.     However,  since  1977, 
enrollment  in  the  Medicaid  program  has  actually  declined  by  about  1 
million  recipients  (about  4%).     Thus,  the  proportion  of  the  total 
U.S.  population  receiving  Medicaid  has  declined  from  10.5%  in  1976 
to  about  9.5%  in  1982  (Exhibit  2-4). 

Medicaid  enrollment  trends  in  comparison  to  overall  poverty 
trends  are  also  displayed  in  Exhibit  2-3.    While  Medicaid  provides 
medical  assistance  to  people  who  are  poor,  Medicaid  enrollment 
trends  do  not  always  reflect  overall  poverty  trends,  for  a  number  of 
reasons.     Medicaid  recipients  must  also  meet  categorical  criteria, 
that  is,  they  generally  must  be  aged,  blind,  disabled,  or  live  in 
single-parent  households  with  dependent  children.  Second, 
participation  in  Medicaid  is  greatly  influenced  by  individual 
States'  determinations  of  what  level  of  poverty  is  necessary  for 
public  assistance  payments.     Third,  not  all  Medicaid  recipients  have 
incomes  below  the  official  poverty  level.     The  1980  Census  indicated 
that  only  59%  of  non-institutionalized  persons  covered  by  Medicaid 


2Annual  statistical  reports  (2082  data)  submitted  by  States 
only  report  the  number  of  persons  receiving  medical  assistance 
through  Medicaid,  not  the  number  of  enrollees.     Estimates  of  the 
proportion  of  Medicaid  enrollees  who  actually  receive  medical 
services  paid  by  Medicaid  range  between  80%  and  90%. 
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Exhibit  2-3 

Enrollment  Trends:     Number  of  Medicaid  Recipients  and 


Number  of  Persons  Below  Poverty  Level:  1972-1982 
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Sources:  2082  data  and  Statistical  Abstract  of  the  United  States:  1982-1983. 
Recipient  and  poverty  data  are  displayed  on  a  logarithmic  scale. 
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Exhibit  2-4 

Proportion  of  U.S.   Population  Receiving  Medicaid:  1972-1982 
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Sources:  2082  data  and  Statistical  Abstract  of  the  United 
States:  1982-1983 
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had  household  incomes  below  the  poverty  level. 

Nonetheless,   Exhibit  2-3  shows  that  the  ratio  of  Medicaid 
recipients  to  the  number  of  persons  below  poverty  level  in  1982 
(.64)  was  lower  than  at  any  other  time  in  the  preceding  ten-year 
interval.     A  more  detailed  analysis  would  be  necessary  to  determine 
the  reasons  for  this  declining  ratio,  such  as  whether  many  recent 
additions  to  the  poverty  population  are  persons  who  do  not  meet 
Medicaid  categorical  eligibility  requirements  (e.g.,  two-parent 
families)  or  whether  tightened  eligibility  provisions  for  SSI,  AFDC, 
and  Medicaid  are  responsible  for  this  decline.     Recent  poverty  data 
do  in  fact  show  that  the  number  of  elderly  persons  living  below 
poverty  level  declined  by  4%  between  1980  and  1982,  and  that  the 
number  of  married  couples  living  below  poverty  has  been  increasing 
faster  than  the  number  of  female-headed  households  living  below 
poverty  (Bureau  of  the  Census,   1982).     Thus,  there  is  evidence  that 
many  recent  additions  to  the  poverty  population  do  not  meet  Medicaid 
categorical  eligibility  requirements.     There  is  also  continuing 
controversy  over  the  official  definition  of  the  poverty  index,  which 
is  based  solely  on  money  income,  and  does  not  include  such  non-cash 
benefits  as  food  stamps,   subsidized  housing,  and  Medicaid  itself.^ 


-'U.S.  Bureau  of  the  Census,  Current  Population  Reports,  series 
P-60,  No.  131.     This  statistic  is  supported  by  NMCUES  data  which 
found  61%  of  non-institutionalized  enrollees  to  be  at  or  below 
poverty  level. 

^For  a  discussion  of  the  controversy  over  the  definition  of  the 
poverty  index  see,  for  example,  the  statement  of  David  Stockman,  OMB 
Director,   before  the  House  Ways  and  Means  Subcommittees  on 
Oversight,  and  Public  Assistance  and  Unemployment,  November  3,  1983. 
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2.3     Enrollment  Trends  by  Eligibility  Group 


The  Medicaid  program  primarily  serves  four  different  groups  of 
poor  people:  persons  over  age  65,  the  disabled,  children  in  AFDC 
families,  and  AFDC  mothers.     The  AFDC  population  comprised  about 
two-thirds  of  the  Medicaid  population  in  1982,  while  the  aged, 
blind,  disabled  and  others  comprised  the  remaining  one-third.5 

Trends  in  the  distribution  of  the  Medicaid  caseload  by 
eligibility  category  are  presented  in  Exhibit  2-5.     Between  1972  and 
1982,  the  proportion  of  AFDC  children  remained  relatively  unchanged, 
while  the  proportion  of  AFDC  adults  increased.     These  changes  within 
the  AFDC  population  are  largely  attributable  to  the  shrinking  size 
of  the  average  AFDC  family  unit.     The  average  number  of  children  in 
AFDC  families  dropped  from  3.0  to  2.1  between  1969  and  1979  (Social 
Security  Administration,   1982).     Within  the  SSI-related  groups,  aged 
recipients  have  declined  from  about  19%  of  the  Medicaid  population 
to  15%,  while  the  blind  and  disabled  rose  from  10%  to  13%  of  the 
recipient  population. ^ 

Changes  in  the  distribution  of  aged  and  disabled  recipients 
reflect  changes  in  the  composition  of  the  SSI  population  over  the 
same  time  period  (Exhibit  2-6).     The  aged  population  receiving  SSI 
declined  between  January  1974  and  December  1982  from  1.9  to  1.5 
million  recipients.     During  the  same  interval,  the  number  of 
disabled  SSI  recipients  increased  by  over  75%,  from  1.3  to  2.2 
million  persons. 

A  number  of  factors  contributed  to  these  SSI  enrollment  trends 
during  the  1970s.     One  factor  was  the  rising  incomes  of  elderly 
persons  in  general.     Largely  due  to  increased  Social  Security 
benefits,  the  proportion  of  elderly  persons  living  below  poverty 
level  declined  dramatically  over  the  last  decade  (Exhibit  2-7). 
This  decline  is  therefore  reflected  in  the  proportion  of  the  aged 
population  receiving  Medicaid  (also  Exhibit  2-7).     The  improving 
economic  status  of  elderly  persons  therefore  largely  explains  why 


bA  small  proportion  of  Medicaid  recipients  (primarily  children 
in  optional  coverage  groups)  are  neither  AFDC  nor  SSI-related,  and 
are  classified  as  "Others."     This  group  comprised  6.6%  of 
recipients,  and  accounted  for  2%  of  expenditures  in  1982.     For  a 
more  detailed  discussion  of  "Other"  recipients,  see  Chapter  3. 

6The  blind  comprise  only  about  0.4%  of  the  Medicaid  population 
(approximately  85,000  persons  in  1982). 
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Exhibit  2-5 


Distribution  of  Medicaid  Recipients  by  Eligibility  Category 
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Exhibit  2-6 


Enrollment  Trends  in  the  SSI  Program:  1974-1982 


1/74     12/74  12/75  12/76  12/77  12/78  12/79  12/80  12/81  12/82 

Source:     Current  Operating  Statistics.   Sccial  Security  Bulletin 
Vol.   46  (7)  :78,   July  1983. 
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Exhibit  2-7 


19%1 


Percent  of  Elderly  Persons  on  Medicaid  and  Percent 
of  Elderly  Below  Poverty  Level:  1972-1982 
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the  aged  Medicaid  population  increased  by  only  1.5%  between  1972  and 
1982,  despite  a  28%  increase  in  the  total  elderly  population  over 
the  same  period. 

Factors  which  account  for  the  rise  in  the  SSI  disabled 
population  are  more  difficult  to  ascertain.    One  known  factor  is 
that  at  the  time  the  SSI  program  was  enacted  in  1972,  eligibility 
was  extended  to  disabled  persons  under  age  18,  who  had  not  been 
covered  under  the  precursory  Aid  to  the  Permanently  and  Totally 
Disabled  ( APTD )  program.     Thus,  the  number  of  disabled  persons  under 
18  receiving  SSI  grew  from  almost  zero  in  January  1974  to  229,000  by 
the  end  of  1980,  accounting  for  about  25%  of  the  total  growth  in  the 
SSI  disabled  population  over  this  period. 

Another  factor  in  the  growth  of  the  SSI  disabled  population  has 
been  the  policy  to  deinstitutionalize  mentally  disabled  persons  from 
public  institutions.    When  mentally  retarded  or  mentally  ill  persons 
are  institutionalized  in  non  Title  XlX-certif ied  State  or  county 
institutions,  they  are  ineligible  for  participation  in  the  SSI 
program.     When  served  in  community  settings,  or  in  Medicaid- 
certified  facilities,  they  are  generally  eligible  for  SSI  income 
assistance.     Between  1971  and  1977,  the  number  of  inpatients  in 
State  and  county  mental  hospitals  declined  by  over  48%,  from  308,024 
to  159,405  persons  (National  Institute  of  Mental  Health,   1981).  And 
between  1970  and  1980,  the  number  of  mentally  retarded  persons  in 
State-operated  facilities  declined  27%  from  187,897  to  136,298 
persons  (Krantz,  Bruininks,  and  Clumpner,  1982).     Thus,  an 
increasing  proportion  of  mentally  disabled  persons  are  being  cared 
for  in  community-based  programs,   rendering  them  eligible  for  both 
SSI  income  assistance  and  Medicaid,  and  contributing  to  the  growth 
of  the  Medicaid  disabled  population.     The  conversion  of  State 
institutions  for  the  retarded  to  Medicaid-certif ied  facilities 
(ICF-MRs)  also  has  increased  the  size  of  the  disabled  recipient 
population. 

While  trends  show  gradual  change  in  the  distribution  of  the 
Medicaid  population  by  basis  of  eligibility,  as  discussed  above, 
there  has  been  little  change  in  the  distribution  of  the  Medicaid 
population  by  cash  assistance  status.     Approximately  three-fourths 
of  the  Medicaid  population  receives  some  form  of  cash  assistance 
payment  (i.e.,  SSI  or  AFDC).     Approximately  one-fourth  receives 
medical  assistance  only.^    This  distribution  has  remained 
relatively  constant  between  1973  and  1982. 


'The  Medicaid-only  population  includes  persons  who  are 
categorically  eligible  for  cash  assistance  but  receive  no  payments, 
as  well  as  the  medically  needy.     The  medically  needy  are  aged, 
blind,  or  disabled  individuals  or  families  and  children  who  are 
otherwise  eligible  for  Medicaid,  whose  income  and/or  resources  are 
above  the  limits  for  eligibility  as  categorically  needy  (AFDC  or 
SSI)  but  who  are  within  limits  set  under  the  Medicaid  State  plan. 
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In  summary,  while  the  rapid  rise  in  Medicaid  expenditures  was 
partially  fueled  by  increasing  enrollment  during  the  early  1970s, 
the  number  of  Medicaid  recipients  in  1982  was  less  than  in  1975. 
Recently,  Medicaid  enrollment  has  remained  relatively  stable, 
despite  significant  increases  in  the  number  of  persons  in  the  U.S. 
living  below  poverty  level.     There  were  discernible  trends  in  the 
distribution  of  the  Medicaid  population  by  eligibility  status 
between  1972  and  1982.     The  proportion  of  the  Medicaid  population 
who  were  aged  declined  moderately,  the  proportion  who  were  AFDC 
adults  or  disabled  increased,  while  the  proportion  of  AFDC  children 
remained  stable.     Some  of  the  factors  accounting  for  this  changing 
distribution  in  the  Medicaid  caseload  include:8 

•  the  shrinking  size  of  AFDC  family  units; 

•  the  improved  economic  status  of  the  total  elderly 
population;  and 

•  growing  enrollment  of  the  SSI  disabled  population. 

The  impact  of  these  enrollment  trends,  as  well  as  other  factors,  on 
Medicaid  expenditures,  is  addressed  in  the  following  sections. 

2. 4    Trends  in  Medicaid  Expenditures 

In  the  previous  section,  the  distribution  of  the  Medicaid 
caseload  across  the  four  major  eligibility  groups,  and  changes  in 
this  distribution  in  recent  years  was  discussed.     This  section  looks 
at  the  distribution  of  Medicaid  expenditures  and  recent  trends  in 
the  distribution  of  expenditures  across  eligibility  groups. 
The  distribution  of  expenditures  is  almost  opposite  the  distribution 
of  recipients.     In  1982,  the  aged,  blind,  and  disabled  made  up  less 
than  30%  of  total  recipients,  yet  incurred  over  70%  of  all  Medicaid 
costs.     The  AFDC  population,  on  the  other  hand,  who  made  up  about 
69%  of  the  total  population,  incurred  only  26%  of  all  costs  (Exhibit 
2-8) . 


°There  is  also  current  debate  concerning  the  relative  effects 
of  the  1981-1982  recession  and  the  1981  OBRA  changes  on  the  AFDC 
caseload.    Many  contend  that  the  effects  have  been  largely 
offsetting . 
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Exhibit  2-8 


Distribution  of  Medicaid  Expenditures  by  Eligibility  Category^ 
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Distribution  trends  in  expenditures  show  that  while  the  aged 
comprised  a  declining  portion  of  the  Medicaid  population  during  most 
of  the  1970s,  their  proportion  of  total  Medicaid  expenditures 
remained  relatively  constant,  between  35  and  37  percent.     The  most 
dramatic  trend  again  concerns  the  blind  and  disabled.    While  the 
proportion  of  Medicaid  recipients  who  were  blind  and  disabled 
increased  only  from  10%  to  about  13.5%,  their  proportion  of 
expenditures  incurred  rose  from  22%  to  34.5%. 

The  growth  in  total  Medicaid  expenditures  by  eligibility  status 
from  1972  to  1982  is  shown  in  Exhibit  2-9.     Payments  for  SSI-related 
recipients  increased  at  an  Annual  Compound  Rate  of  Growth  of  20.5%, 
compared  to  an  ACRG  of  13.9%  for  AFDC-related  recipients.  This 
difference  in  expenditure  growth  between  the  two  groups  is  not 
attributable  to  enrollment  trends.     The  ratio  of  AFDC-related 
recipients  to  SSI-related  recipients  has  remained  stable  (2.5  to 
1.0)  over  the  last  ten  years.     Rather,  it  is  the  difference  in 
increased  costs  per  recipient  which  explains  the  higher  rate  of 
expenditure  growth  for  SSI-related  recipients  (Exhibit  2-10). 
Increases  in  the  average  cost  per  AFDC-related  recipient  (10.4% 
ACRG)  have  approximated  the  rise  in  the  medical  care  component  of 
the  Consumer  Price  Index  (9.5%  ACRG).     Average  costs  for  SSI-related 
recipients,  on  the  other  hand,  have  increased  at  almost  twice  the 
inflation  rate  (17.9%).     Thus,  it  appears  that  it  is  the  changing 
utilization  and  expenditure  patterns  of  SSI-related  recipients  which 
have  been  driving  real  dollar  expenditure  growth  in  the  Medicaid 
program  in  recent  years. 

2. 5    Distribution  of  Expenditures  by  Type  of  Service 

Most  Medicaid  costs  are  either  for  hospitals  or  nursing  homes 
(Exhibit  2-11).     In  1982,  nursing  home  costs  comprised  about  43%  of 
the  Medicaid  budget,  while  inpatient  hospital  costs  comprised 
another  30%.     Ambulatory  care,  including  physician  services,  made  up 
about  21%  of  all  costs,  while  laboratory  and  radiological  services, 
and  prescription  drugs,  comprised  the  remaining  6%. 

Payments  for  nursing  home  care  have  been  increasing  at  a 
greater  rate  than  payments  for  inpatient  hospital  services  and  for 
other  covered  services  (Exhibit  2-12).     Therefore,  nursing  home 
costs  are  consuming  an  ever-increasing  proportion  of  the  total 
Medicaid  budget  (Exhibit  2-13).     In  FY  1973,  the  first  year  for 
which  national  data  on  nursing  home  expenditures  are  available, 
payments  to  nursing  homes  comprised  35%  of  all  Medicaid  costs. ^ 
By  1982,  this  proportion  had  increased  to  43%. 


yPrior  to  FY  1973,  intermediate  care  facilities  were  still 
administered  under  Federal-State  cash  assistance  programs. 
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Exhibit  2-9" 

Total  Medicaid  Expenditures  by  Eligibility  Group:  1972-1982 


Source:     2082  data 


56 


Exhibit  2-10 

Average  Payment  Per  Recipient  by  Eligibility  Category: 
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Exhibit  2-12 

Total  Medicaid  Expenditures  by  Summary  Service  Category:  1972-1982 


Source:     2082  data 
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Exhibit  2-13 

Distribution  of  Medicaid  Expenditures  by  Summary 
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Two  major  factors  contributing  to  the  growth  of  nursing  home 
costs  are  (1)  the  aging  of  the  elderly  population;  and  (2)  the  rapid 
development  of  Intermediate  Care  Facilities  for  the  Mentally 
Retarded  (ICF-MRs).     Between  1972  and  1981,  the  total  U.S. 
population  grew  by  10%,  and  the  total  elderly  population  grew  by  25% 
(Bureau  of  the  Census,  1982).     However,  the  "very  old"  age  cohort, 
persons  85  years  of  age  and  over,  the  group  at  highest  risk  for 
institutionalization,  grew  by  53%  over  this  same  period,   from  1.5 
million  to  2.4  million  persons.     This  increase  in  the  "very  old" 
population  is  attributable  not  only  to  the  large  number  of  persons 
entering  the  elderly  age  cohort,  but  significant  declines  in 
mortality  among  the  elderly,  particularly  among  the  over-85  age 
cohort,  during  the  1970s  (Fingerhut,  1982).     Thus,  not  only  has  the 
number  of  persons  becoming  old  increased  rapidly,  but  even  after 
becoming  old,  the  elderly  are  living  longer  than  they  had 
previously.    And  as  mortality  has  declined,  the  number  of  elderly 
living,  and  living  longer,  at  high  levels  of  impairment  has 
increased  dramatically. 

Consequently,  while  the  total  number  of  aged  Medicaid 
recipients  has  declined  in  recent  years,  the  number  of  aged  Medicaid 
recipients  in  nursing  homes  has  continued  to  rise.     These  statistics 
do  indeed  suggest  that  the  composition  of  the  aged  Medicaid 
population  is  gradually  evolving  toward  an  older  and  more  impaired 
group  of  persons. 

It  is  noteworthy,  however,  that  the  growth  in  the  aged  Medicaid 
nursing  home  population  has  also  lagged  behind  overall  demographic 
trends.     The  number  of  aged  nursing  home  recipients  receiving 
Medicaid  increased  by  about  11%  from  1975  to  1982,  while  the  total 
elderly  population  increased  by  almost  20%.     Thus,  the  proportion  of 
all  elderly  persons  in  nursing  homes  and  on  Medicaid  declined  from 
45  per  thousand  in  1975  to  42  per  thousand  in  1982. 

The  other  major  factor  in  the  growth  of  payments  for  nursing 
home  care  has  been  the  rapid  growth  of  ICF-MRs,  and  the  extremely 
high  cost  of  ICF-MR  care.    The  ICF-MR  program  was  added  to  the 
Medicaid  program  as  part  of  the  1971  amendments  to  the  Social 
Security  Act,  and  regulations  implementing  the  program  were  first 
issued  in  January  1974.     Since  that  time  there  has  been  both  rapid 
development  of  new  ICF-MRs  and  conversion  of  State  institutions  for 
the  mentally  retarded  to  ICF-MR  standards.     Advocacy  groups  and 
States  have  both  pushed  for  development  of  ICF-MRs  since  (a) 
Medicaid  standards  improved  the  quality  of  care  provided 
institutionalized  mentally  retarded  persons;  and  (b)  States  saved 
money  by  securing  Federal  Financial  Participation  (FFP)  for  ICF-MR 
facilities,  whereas  non-certified  State  hospitals  are  generally  100% 
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State-funded.    A  recently  conducted  census  of  ICF-MRs  found  1,853 
certified  facilities  as  of  June  30,  1982  serving  an  average  daily 
census  of  approximately  147,000  mentally  retarded  persons 
(University  of  Minnesota,  1983).     Consequently,  payments  for  ICF-MR 
care  increased  from  $203  million  in  1974  to  $3.6  billion  in  1982,  an 
ACRG  of  43.3%.     In  fact,  if  payments  for  ICF-MRs  are  totally 
excluded,  nursing  home  payments  for  SNF  and  ICF  care  would  have 
comprised  the  same  proportion  of  all  Medicaid  expenditures  in  1982 
(34%)  as  in  1973.     Put  otherwise,  the  increasing  proportion  of 
Medicaid  expenditures  spent  on  nursing  home  care  is  attributable 
entirely  to  the  growth  in  expenditures  for  ICF-MRs.     Indeed,  one 
could  conclude  that  expenditures  for  SNF  and  ICF  care  have  been 
remarkably  constrained  in  light  of  demographic  trends  over  the  last 
ten  years.     It  is  possible  that  the  growth  of  the  nation's  elderly 
population  and  the  improved  economic  status  of  the  elderly  have  been 
large  offsetting  factors  in  affecting  nursing  home  utilization  and 
expenditures  for  the  aged  in  the  Medicaid  program.1^1 

2. 6    State  Variations  in  Medicaid  Expenditure  Growth 

As  indicated  previously,  Medicaid  expenditures  have  been  rising 
at  a  faster  rate  than  State  revenues  in  the  last  decade.     In  most 
States,  Medicaid  expenditures  are  the  fastest  growing  component  of 
the  State  budget.     At  a  minimum,  this  means  that  annual  increased 
expenditures  for  Medicaid  are  taking  a  disproportionate  share  of  new 
revenues  each  fiscal  year.    On  the  other  hand,  to  the  extent  that 
increased  Medicaid  expenditures  represent  cost  shifting  from  100% 
State-funded  facilities/programs  to  Medicaid  funding,  the  overall 
impact  on  State  budgets  is  overstated,  since  increased  Medicaid 
expenditures  are  partially  offset  by  reductions  in  other  budget 
areas. 

There  has  been  significant  variation  in  Medicaid  expenditure 
increases  across  States.     Since  1975,  Medicaid  expenditures  have 
increased  at  an  ACRG  of  13.5%.    At  the  State  level,  the  annual  rate 
of  growth  has  varied  from  a  low  of  10.2%  in  Illinois  to  a  high  of 
28.9%  in  Alaska.     However,  expenditure  increases  in  the  Medicaid 
program  must  be  presented  in  the  context  of  growth  in  State 


luFor  a  more  detailed  discussion  of  nursing  home  recipients  and 
expenditures  in  the  Medicaid  program,  see  Chapter  4. 
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revenues,  in  order  to  account  for  State  variations  in  population 
changes  and  economic  growth.     A  more  meaningful  statistic  is  the 
difference  between  the  growth  of  Medicaid  expenditures  and  the 
growth  in  State  revenues  (Exhibit  2-14).    Overall,  since  1975, 
Medicaid  expenditure  growth  has  outpaced  State  revenue  growth  by 
2.0%  annually.     However,  as  Exhibit  2-14  shows,  two-thirds  of  all 
States  have  experienced  larger  shortfalls.    West  Virginia  has 
experienced  the  largest  shortfall  of  all,  with  Medicaid  expenditure 
increases  exceeding  State  revenue  growth  by  over  12%  each  fiscal 
year.     It  has  been  the  larger,  more  populous,  States  which  have  been 
able  to  keep  Medicaid  budget  increases  approximately  equal  to  the 
rate  of  growth  in  State  revenues.     In  only  four  States  (Michigan, 
Wyoming,  Oklahoma,  and  Alaska)  have  State  revenues  increased  at  a 
greater  rate  than  Medicaid  budgets. 

2. 7  Summary 

Over  the  last  ten  years,  Medicaid  expenditures  have  been 
increasing  at  an  Annual  Compound  Rate  of  Growth  of  16.9%,  totalling 
almost  $30  billion  in  1982.     Medicaid  expenditures  have  been 
consistently  growing  at  a  higher  rate  of  growth  than  Federal  and 
State  revenues,  so  that  Medicaid,  as  a  proportion  of  Federal  and 
State  outlays,  is  increasing.     However,  the  most  rapid  growth  in 
Medicaid  occurred  during  the  early  portion  of  the  last  decade,  and 
recent  increases  have  moderated  somewhat. 

The  rise  in  Medicaid  expenditures  is  largely  attributable  to 
increases  in  costs  per  recipient,  not  to  increases  in  enrollment. 
The  average  payment  per  Medicaid  recipient  increased  at  an  ACRG  of 
14.3%  between  1972  and  1982,  from  $358  to  $1,363.     In  comparison, 
the  medical  care  component  of  the  Consumer  Price  Index  rose  at  an 
ACRG  of  9.5%  over  the  same  period  (Exhibit  2-15).     Thus,  only  about 
half  the  increase  in  average  costs  per  recipient  can  be  attributed 
to  overall  inflationary  trends  in  the  health  care  system.  The 
remaining  increase  is  generally  divided  among  three  other  factors: 

•  increases  in  utilization  of  Medicaid  services  per  recipient; 

•  increases  in  the  intensity  of  service  provided  per  unit  of 
service;  and 

•  price  increases  in  excess  of  the  inflation  level. 

Costs  per  recipient  have  increased  at  a  far  greater  rate  for 
aged  and  disabled  recipients  than  for  AFDC-related  recipients. 
Increases  in  average  costs  per  AFDC-related  recipient  have  more 
closely  approximated  the  inflation  rate,  while  increases  in  average 
costs  per  SSI-related  recipient  have  been  almost  twice  the  inflation 
rate.     Increases  in  the  overall  costs  per  recipient  cannot  be 
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Exhibit  2-14 

ACRG  in  State  Revenues  and  Federal/State  Medicaid  Expenditures, 
by  State:  1975-1982 
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9.0 

16.3 

-7.3 

Ohio 

12.3 

19.6 

-7.3 

M  innesota 

10.6 

17.6 

-7.0 

Nevada 

15.4 

22.1 

-6.7 

Maine 

10.1 

16.7 

-6.6 

New  Hampshire 

10.8 

17.4 

-6.6 

North  Carolina 

10.2 

16.8 

-6.6 

Vi  rginia 

10.5 

16.8 

-6.3 

Mississippi 

10.3 

15.9 

-5.6 

Arkansas 

10.7 

16.2 

-5.5 

Montana 

11.7 

16.8 

-5.1 

Vermont 

9.1 

14.0 

-4.9 

Idaho 

10.4 

14.6 

-4.  2 

North  Dakota 

11.8 

15.9 

-4.1 

Alabama 

11.0 

14.8 

-3.8 

Utah 

14.4 

18.1 

-3.7 

Rhode  Island 

12.2 

15.8 

-3.6 

Pennsylvania 

9.3 

12.8 

-3.5 

Nebraska 

10.5 

13.9 

-3.  4 

Connecticut 

11.8 

15.2 

-3.4 

New  Mexico 

15.6 

18.9 

-3.3 

Colo  rado 

10.7 

13.9 

-3.2 

Kansas 

10.3 

12.5 

-2.2 

Massachusetts 

11.4 

13.6 

-2.2 

Oregon 

12.3 

14.2 

-1.9 

Wisconsin 

10.9 

12.4 

-1.5 

Ma  ry 1  and 

10.9 

12.1 

-1.2 

Washi ngton 

12.3 

13.4 

-1.1 

Georgia 

11.1 

12.1 

-1.0 

New  York 

9.9 

10.9 

-1.0 

Cal if ornia 

12.3 

13.1 

-0.8 

Texas 

13.6 

14.1 

-0.5 

Illinois 

9.8 

10.2 

-0.4 

New  Jersey 

13.1 

13.2 

-0.1 

Michigan 

11.2 

11.0 

+  0.2 

Wyoming 

21.9 

21.6 

+  0.  3 

Oklahoma 

15.2 

14.4 

+0.8 

Alaska 

35.7 

28.9 

+  6.8 

Sources:     2082  data  file  and  U.S.  Bureau  of  the  Census,  State  Government 
Finances 
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Exhibit  2-15 
Average  Payment  Per  Medicaid  Recipient 


in  Comparison 


to  Increase  in  Medical  Component  of  CPI ;  1972-1982 


$1400  - 


1200  - 


1000  - 


Average  payment 
per  recipient 


S      800  - 


/Medical  component 
of  CPI 


600  - 


400 


200  - 


1        1       I      I      I       I  1  1  1  1  r- 

1972     1973  1974   1975  1976  1977  1978  1979  1980  1981  1982 


Sources:  2032  data  and  Social  Security  Bulletin,  c„rr»nt- 
Operating  Statistics.   1  
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attributed  to  changes  in  distribution  of  the  Medicaid  caseload 
across  these  two  groups,  since  aged  and  disabled  recipients 
comprised  the  same  proportion  of  the  Medicaid  population  in  1982  as 
they  did  in  1972. 

These  data  suggest  that  while  the  enrollment  of  aged  and 
disabled  Medicaid  recipients  has  not  increased  dramatically,  that 
the  changing  characteristics  and  service  utilization  patterns  of 
these  eligibility  groups  may  explain  why  their  average  costs  are 
rising  so  rapidly.     It  may  be  that  those  aged  and  disabled  persons 
who  do  qualify  for  medical  assistance  under  Medicaid  are  becoming 
older,  sicker  and/or  more  disabled,  and  therefore  in  nee  of  more 
costly  services.     Given  that  increases  in  the  annual  cost  of  serving 
aged  and  disabled  recipients  appear  to  be  driving  total  Medicaid 
expenditure  increases,  closer  examination  of  the  characteristics  and 
utilization  patterns  of  the  SSI-related  population  appears  warranted. 
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Chapter  3 
ELIGIBILITY 


One  of  the  most  critical  policy  areas  within  Medicaid  is 
eligibility.     Probably  no  other  area  of  Medicaid  policy  is  as 
complex  and  as  little  understood.     Part  of  the  problem  is  that  much 
of  Medicaid  eligibility  policy  is  decided  for  cash  assistance 
purposes.     Thus,  a  perception  has  often  existed  that  eligibility 
issues  are  not  a  Medicaid  concern.     However,  understanding  of  the 
importance  of  eligibility  to  Medicaid  is  increasing.     It  is  becoming 
recognized  that  Medicaid  budgets  are  as  affected  by  the  size  and 
(perhaps  even  more)  by  the  composition  of  the  eligible  population  as 
they  are  by  increased  utilization  and  medical  prices. 

Although  the  Federal  government  has  a  strong  role  in  defining 
the  parameters  of  eligibility  policy,  much  of  Medicaid  eligibility 
decisionmaking  is  left  to  the  States.    Two  policy  areas  are 
especially  important  in  State  decisionmaking  about  eligibility: 

•      First,  States  have  to  decide  which  groups  of  people  they 
will  include.     By  law,  a  State  must  cover  all  AFDC 
recipients.    They  do  not  have  to  cover  all  SSI  recipients 
automatically,  but  most  do.     Probably  the  most  significant 
eligibility  decision  a  State  makes  is  whether  to  cover  the 
medically  needy  group.    By  including  the  medically  needy,  a 
State  opens  up  Medicaid  to  categorically-related 
persons^1  of  any  income  level,  assuming  their  medical 
bills  are  large  enough  and  other  criteria  are  met.  States 
can  also  choose  among  several  other  optional  coverage 
groups.     However,  Medicaid's  categorical  requirements 
preclude  coverage  of  all  the  poor  by  States  under  the 
Federal/State  Medicaid  program. 


■"•■"■The  medically  needy  still  have  to  meet  the  categorical 
requirements  of  the  AFDC  or  SSI  program,  i.e.,  they  must  be  members 
of  families  with  dependent  children  ( AFDC-related)  or  aged,  blind, 
or  disabled  (SSI-related). 
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•  The  second  critical  policy  area  that  States  have  to  decide 
upon  is  the  financial  criteria  they  will  use  in  determining 
eligibility.    Of  particular  importance  are  the  payment  and 
income  limits  which  are  established.     This  is  an  area  of 
enormous  flexibility.    States  are  essentially  free  to  set 
AFDC  payment  levels  wherever  they  want.    Minimum  SSI 
payment  levels  are  Federally-determined,  but  States  are 
free  to  supplement  them  as  they  wish.     The  income  levels 
used  for  the  medically  needy  are  tied  by  Federal  regulation 
to  where  States  set  their  AFDC  levels.     Separate  income 
levels  can  be  used  for  the  institutionalized,  but  there  are 
Federal  regulations  limiting  the  maximum  level  that  can  be 
used. 

There  are  many  additional  eligibility-related  decisions  States 
make  such  as  those  related  to  liquid  asset  levels,  accounting 
periods,  length  of  eligibility,  allowable  living  arrangements, 
relative  responsibility  provisions,  and  transfer  of  asset 
prohibitions,  but  the  key  State  eligibility  decisions  relate  to 
coverage  groups  and  financial  levels. 

Each  of  these  areas  is  being  seriously  scrutinized  as 
policymakers  seek  to  bring  costs  under  control.     In  many  respects, 
many  of  the  past  policy  decisions  on  Medicaid  eligibility  have  been 
stabs  in  the  dark.     Surprisingly  little  is  known  about  how  specific 
eligibility  policies  affect  enrollment  and  costs.     Data  and  analysis 
relating  eligibility  practices  to  utilization  and  expenditure  levels 
have  only  recently  started  to  be  available. 

Not  surprisingly  then,  strong  interest  was  expressed  by 
Congressional  and  Federal  agency  staffs  in  obtaining  more  and  better 
data  on  state  eligibility  policy  decisions  and  analysis  of  the 
effects  of  these  decisions  on  the  size  and  characteristics  of  the 
Medicaid  population  and  on  program  expenditures.     This  chapter 
attempts  to  respond  to  their  concerns. 

In  Section  3.1  which  follows,  an  overview  of  State  eligibility 
practices  for  Medicaid  is  presented,  based  on  comprehensive  State 
Medicaid  program  characteristics  data  collected  for  1982.  This 
section  does  not  attempt  to  review  the  entire  gamut  of  State 
eligibility  policy  decisions.     Instead  it  focuses  on  those  options 
which  are  the  key  parameters  of  State  eligibility  policies  for 
Medicaid : 

•  Whether  or  not  a  State  covers  the  "medically  needy" 

•  The  extent  to  which  a  State  makes  aged,  blind,  and  disabled 
SSI  cash  assistance  recipients  automatically  eligible  for 
Medicaid 
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•  What  optional  coverage  groups  a  State  includes,  in 
part  icular : 

families  with  unemployed  parents  (AFDC-U) 
-    all  low-income  children  not  eligible  for  AFDC 

•  Where  a  State  sets  payment  and  income  levels  for  the 
categorically  needy  and  the  medically  needy 

In  Section  3.2,  several  sources  of  program  data  for  FY  1982  on 
State  Medicaid  programs  are  analyzed  to  determine  what  the  potential 
impact  of  these  various  individual  eligibility  decisions  appears  to 
be.     States  are  analyzed  to  determine  if  a  correlation  exists 
between  specific  eligibility  policies  and  Medicaid  enrollment  and 
expenditure  patterns. 

Then  in  Section  3.3,  an  attempt  is  made  at  an  overall 
assessment  of  the  impact  of  eligibility  provisions  on  Medicaid 
enrollment  and  expenditures.     This  assessment  utilizes  a 
classification  scheme  of  State  Medicaid  programs  according  to  the 
scope  of  their  eligibility  provisions.     In  effect,  States  are 
grouped  according  to  the  "comprehensiveness"  of  their  eligibility 
coverage  for  Medicaid,  with  an  analysis  of  what  impact  various 
levels  of  coverage  appear  to  have  on  program  enrollment  and 
expenditures. 

Section  3.4  utilizes  recently  developed  person-based  Medicaid 
data  (from  the  Tape-to-Tape  data  base)  to  permit  a  detailed  and 
in-depth  analysis  of  enrollment  and  utilization  patterns  by 
eligibility  group  in  two  States  —  Michigan  and  New  York.  While 
these  two  States  are  not  representative  of  the  range  of  Medicaid 
programs  with  regard  to  eligibility  policies,  they  include  almost 
all  the  optional  groups  available  to  States  and  thus  are  a  source  of 
more  detailed  information  on  differences  among  various  eligibility 
groups.     Of  special  interest,  the  Michigan  and  New  York  data  permit 
the  calculation  of  annual  Medicaid  costs  by  recipient  person-years 
of  enrollment,   rather  than  just  the  number  of  recipients.  These 
data  also  allow  analysis  of  the  high  utilizer  population  for  these 
two  States. 

Finally,  Section  3.5  provides  a  summary  of  the  study  findings 
with  regard  to  eligibility  evaluation  concerns. 

3.1    Overview  of  State  Eligibility  Practices 

Exhibits  3-1  and  3-2  depict  State  eligibility  practice  along 
the  four  important  dimensions  cited  above.     Exhibit  3-1  shows 
whether  or  not  States  have  a  medically  needy  program,  how  they  treat 
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Exhibit  3-1 

Selected  Eligibility-Related  State  Medicaid  Program  Characteristics  -  1982 

Automatic  Eligibility  of 


Medically  Needy 

SSI  Recipients  -  No 

Program 

Separate  Applications 

AFDC-U 

MA  18-21 

ALABAMA 

X 

X 

ALASKA 

ARKANSAS 

X 

X 

X 

CALIFORNIA 

X 

X 

X 

X 

COLORADO 

X 

CONNECTICUT 

X 

X 

X 

DELAWARE 

X 

X 

DISTRICT  OF 

COLUMBIA 

X 

X 

X 

X 

FLORIDA 

X 

GEORGIA 

X 

X 

HAWAII 

X 

X 

X 

IDAHO 

X 

ILLINOIS 

X 

X 

INDIANA 

IOWA 

X 

X 

KANSAS 

X 

X 

KENTUCKY 

X 

X 

X 

X 

LOUISIANA 

X 

X 

X 

MAINE 

X 

X 

X 

X 

MARYLAND 

X 

X 

X 

X 

MASSACHUSETTS 

X 

X 

X 

X 

MICHIGAN 

X 

X 

X 

X 

MINNESOTA 

X 

X 

X 

MISSISSIPPI 

MISSOURI 

X 

X 

MONTANA 

X 

X 

X 

NEBRASKA 

X 

X 

NEVADA 

X 

NEW  HAMPSHIRE 

X 

NEW  JERSEY 

X 

X 

X 

NEW  MEXICO 

X 

NEW  YORK 

X 

X 

X 

X 

NORTH  CAROLINA 

X 

NORTH  DAKOTA 

X 

X 

OHIO 

X 

OKLAHOMA 

X 

X 

OREGON 

X 

PENNSYLVANIA 

X 

X 

.X 

X 

RHODE  ISLAND 

X 

X 

X 

SOUTH  CAROLINA 

X 

SOUTH  DAKOTA 

X 

TENNESSEE 

X 

X 

X 

TEXAS 

X 

UTAH 

X 

X 

VERMONT 

X 

X 

X 

X 

VIRGINIA 

X 

WASHINGTON 

X 

X 

WEST  VIRGINIA 

X 

X 

X 

WISCONSIN 

X 

X 

X 

X 

WYOMING 

X 

30 

29 

24 

29 

Source:  Analysis  of  State  Medicaid  Program  Characteristics,  1982.  La  Jolla 
Management  Corporation,  December  1982. 
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Exhibit  3-2 

Selected  Payment  and  Income  Levels  of  State  Medicaid  Programs  -  1982 


AFDC  PAYMENT  STANDARD  SSI   LEVEL  MEDICALLY  NEEDY  LEVEL 

FAMILY  OF  2  AGED  COUPLE  2  PERSONS 

LIVING  INDEPENDENTLY 


ALABAMA 

389 

3397 

ALASKA 

3  508 

$638 

ARKANSAS 

3133 

3  397 

3158 

CALIFORNIA 

$  408 

$815 

3  475 

COLORADO 

3247 

3674 

CONNECTICUT 

3347 

$491 

3417 

DELAWARE 

3197 

3397 

DISTRICT  OF 

COLUMBIA 

$225 

3427 

3436 

FLORIDA 

3150 

3397 

GEORGIA 

$161 

$397 

HAWAII 

3390 

3421 

3400 

IDAHO 

3  245 

$444 

I LLINOIS 

3  250 

3467 

3  250 

INDIANA 

3222 

3397 

IOWA 

3292 

3397 

KANSAS 

3272 

3  397 

3390 

KENTUCKY 

3162 

3397 

3217 

LOUISIANA 

3125 

$397 

3192 

MAINE 

3223 

3412 

3300 

MARYLAND 

$211 

3397 

3284 

MASSACHUSETTS 

3314 

3611 

3425 

MICHIGAN 

3330 

3433 

3  434 

MINNESOTA 

3368 

3441 

3368 

MISSISSIPPI 

3188 

$397 

MISSOURI 

3199 

3397 

MONTANA 

3193 

$397 

3265 

NEBRASKA 

3280 

3534 

3375 

NEVADA 

3194 

3487 

NEW  HAMPSHIRE 

3292 

3413 

3292 

NEW  JERSEY 

$273 

3416 

NEW  MEXICO 

3189 

3397 

NEW  YORK 

3356 

3476 

$483 

NORTH  CAROLINA  316  7 

3397 

3225 

NORTH  DAKOTA 

$270 

3397 

$385 

OHIO 

3216 

3397 

OKLAHOMA 

$218 

3555 

3292 

OREGON 

3286 

3407 

PENNSYLVANIA 

$262 

3446 

$367 

RHODE  ISLAND 

3368 

3485 

3425 

SOUTH  CAROLINA  $102 

3397 

SOUTH  DAKOTA 

3280 

3412 

TENNESSEE 

$97 

3397 

$133 

TEXAS 

3122 

3397 

UTAH 

$278 

3417 

$371 

VERMONT 

3409 

3453 

3479 

VIRGINIA 

3203 

$397 

$268 

WASHINGTON 

3339 

3433 

3434 

WEST  VIRGINIA 

$164 

3397 

$225 

WISCONSIN 

3377 

3558 

3542 

WYOMING 

3280 

3437 

Source:  Analysis  of  State  Medicaid  Program  Characteristics,  1982.  La  Jo  11a 
Management  Corporation,  December  1982. 


71 


SSI  recipients  for  Medicaid  eligibility  and  their  coverage  of  key 
optional  groups.     Exhibit  3-2  then  presents  selected  income  levels 
used  by  States  in  their  AFDC,  SSI  and  medically  needy  programs. 

3.1.1  Provision  for  the  Medically  Needy 

Probably  the  most  important  eligibility  decision  States  must 
make  with  regard  to  Medicaid  is  whether  or  not  to  cover  the 
"medically  needy."     Instituting  a  medically  needy  program  implies  a 
considerable  commitment  for  a  State  because  it  essentially  removes 
the  income  eligibility  ceiling  for  Medicaid  for  those  with  heavy 
medical  expenses  and  thus  substantially  increases  the  population  of 
potential  eligibles.     This  happens  because  medically  needy  programs 
must  deduct  applicants'  medical  expenses  from  income  in  determining 
financial  eligibility.     As  a  result,  categorically-related  persons 
of  all  income  levels  may  become  eligible  for  Medicaid  if  their 
medical  bills  are  large  enough.     Thirty  States  had  medically  needy 
programs  in  1982,  and  the  medically  needy  were  about  13%  of  Medicaid 
recipients  nationwide.     They  accounted  for  about  27%  of  overall 
Medicaid  expenditures. 

3.1.2  Extent  of  Eligibility  of  SSI  Cash  Recipients 

By  law,  a  State  must  cover  all  AFDC  cash  recipients  under  its 
Medicaid  program,  but  States  do  not  have  to  cover  all  SSI  recipients 
automatically.     Instead,  States  have  three  options  as  to  how  they 
treat  SSI  recipients.     First,  under  the  "1634  agreement ," ^  States 
can  elect  to  automatically  cover  all  SSI  recipients  and  not  require 
them  to  make  a  special  application  for  Medicaid.     In  effect,  an 
application  for  SSI  is  also  an  application  for  Medicaid  in  these 
States.     This  is  really  the  most  "liberal"  treatment  of  SSI 
recipients  for  Medicaid  purposes.     In  1982,   29  States  chose  this 
option.     These  States  accounted  for  about  75%  of  SSI  recipients 
nationwide.-'-3 

Second,  States  can  elect  to  automatically  cover  all  SSI 
recipients,  but  only  if  they  complete  a  separate  Medicaid 
application  to  the  States.     States  generally  choose  this  State 
determination  option  in  order  to  retain  complete  control  of  the 
Medicaid  eligibility  determination  process,   rather  than  relinquish 
this  responsibility  to  the  Social  Security  Administration.  With 
this  option,  a  State  can  expect  that  probably  not  all  SSI  recipients 
will  go  to  the  effort  of  applying  for  Medicaid,  thus  curtailing 


l2Refers  to  Section  1634  of  the  Social  Security  Act. 

13Arizona' s  SSI  population  is  excluded  from  all  SSI 
calculations  since  the  State  did  not  have  a  comparable  Medicaid 
program  in  1982. 
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somewhat  Medicaid  expenditures  for  this  group  of  recipients.  Six 
States  elected  this  option  in  1982,  affecting  about  2.5%  of  SSI 
recipients  nationwide. 

Finally,  States  choosing  the  209(b)l/s  option  may  impose 
Medicaid  eligibility  criteria  which  are  more  restrictive  than  SSI 
criteria,  so  long  as  the  criteria  chosen  were  part  of  the  State's 
approved  Medicaid  State  plan  in  January  1972.     209(b)  States  may  be 
more  restrictive  in  defining  blindness  or  disability,  or  more 
restrictive  in  their  financial  requirements  for  eligibility.  Many 
States  use  this  option  to  impose  stricter  transfer  of  assets  or 
relatives'   responsibility  requirements  than  SSI.     However,  aged, 
blind  and  disabled  Medicaid  applicants  must  be  allowed  to  spend-down 
in  209(b)  States,   regardless  of  whether  or  not  the  State  has  a 
medically  needy  program.*5    In  spite  of  the  spend-down 
requirements,  the  209(b)  option  is  perceived  as  a  way  for  a  State  to 
reduce  the  number  of  categorically  needy  aged,  blind  and  disabled 
enrollees  for  Medicaid.     It  is  generally  regarded  as  the  most 
conservative  SSI  option.     Fifteen  States  in  1982  used  the  209(b) 
option  for  Medicaid  coverage  of  aged,  blind  and  disabled  SSI 
recipients.     About  22%  of  the  SSI  recipient  population  nationwide 
lived  in  these  209(b)  States  in  1982. 16 


3.1.3    Optional  Coverage  Groups 

In  addition  to  deciding  the  extent  to  which  they  will  cover 
cash  assistance  recipients  for  Medicaid,  States  must  decide  whether 
or  not  to  cover  certain  optional  Medicaid  groups.     The  two  most 
comprehensive  of  the  various  optional  coverage  groups  in  terms  of 
number  of  persons  potentially  affected  and  potential  costs  are 
low-income  children  under  ages  18  to  21  in  low-income  families  and 
families  with  unemployed  parents.     In  electing  to  cover  children  in 
low-income  families,  States  can  elect  to  set  the  upper  age  limit 
from  18-21  years.     However,  the  parents  do  not  qualify  for 
Medicaid.    The  AFDC  and  medically  needy  (if  applicable)  income 
standards  apply  in  determining  financial  eligibility.     This  coverage 
group  is  often  referred  to  as  "Ribicoff  kids"  since  Senator  Ribicoff 
sponsored  the  Medicaid  legislation  establishing  such  children  as  an 
optional  Medicaid  group.     They  are  also  called  "MA-21"  children. 


14Named  for  Section  209(b)  of  the  Social  Security  Amendment  of 
1972,  which  authorized  this  option. 

1 5 

In  spending-down,  applicants  must  incur  medical  expenses  at 
least  equal  to  the  amount  by  which  their  incomes  exceed  the  adult 
assistance  level. 

160f  interest,  the  distribution  of  States  among  the  three 
options  for  Medicaid  treatment  of  SSI  recipients  has  changed  little 
since  SSI  was  implemented  in  1974. 
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These  two  optional  groups  of  Ribicoff  kids  and  families  with 
unemployed  parents  open  up  Medicaid  eligibility  to  children  in 
two-parent  poor  families,  a  substantial  portion  of  the  poor 
population  whose  health  needs  otherwise  would  go  unaddressed  by 
Medicaid.     Adding  either  of  these  groups  closely  follows  adding  a 
medically  needy  program  in  that  it  expands  the  population  of 
potential  eligibles  and,  thus,  potentially  increases  program  costs. 
States  that  elect  these  options  are  clearly  identifying  the  coverage 
of  low-income  children  as  a  priority  in  their  Medicaid  programs. 

In  1982,   29  States  included  for  Medicaid  eligibility  all 
children  under  ages  18-21"^  in  low-income  families.  Twenty-four 
States  covered  families  with  unemployed  parents  under  Medicaid. 

Although  there  are  many  other  optional  coverage  groups  for 
States  to  choose  among,  none  is  of  potentially  the  same  magnitude  of 
impact  as  the  two  groups  just  cited.     The  other  optional  groups 
either  cover  relatively  small  groups  of  Medicaid  enrollees  (for 
example,  AFDC-related  cases  who  would  be  eligible  for  AFDC  if  child 
care  were  paid  from  earnings)  or  they  are  used  by  all  States  making 
them  of  little  use  for  analytic  purposes  (for  example,  coverage  of 
the  institutionalized  by  non-medically  needy  States). 

3.1.4     Payment  and  Income  Levels 

States  are  free  to  establish  their  own  payment  and  income 
levels  for  both  cash  assistance  and  medical  assistance  within 
Federal  guidelines.     With  the  conversion  to  SSI  in  1974,  a  national 
minimum  payment  level  was  established  for  the  aged,  blind,  and 
disabled,     States  at  their  discretion  may  choose  to  provide  optional 
supplementary  payments  to  the  SSI  Federal  minimum.     However,  no 
payment  floor  has  ever  been  established  for  AFDC;  setting  the  AFDC 
level  is  left  totally  to  the  discretion  of  States.     For  the  most 
part,  the  AFDC  levels  chosen  by  States  reflect  their  relative  fiscal 
capabilities  and  dispositions  toward  assisting  low-income  families. 
State  AFDC  levels  greatly  affect  the  medically  needy  levels  since 
Federal  regulations  specify  that  a  State's  medically  needy  level  at 
a  minimum  must  be  as  great  as  the  highest  payment  level  for  any  of 
the  cash  programs  (by  family  size).     However,  Federal  regulations 
also  require  that  the  medically  needy  level  can  be  no  greater  than 
133%  of  the  AFDC  level. 

Not  surprisingly,  enormous  variation  exists  with  State  payment 
and  income  levels  for  AFDC,  SSI  (with  optional  supplements)  and  the 
medically  needy  program.     In  1982,  Alabama  had  the  lowest  AFDC 


1723  out  of  28  States  in  1982  elected  to  set  the  upper  age 
limit  at  age  21. 
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payment  level.     It  used  $89  for  its  payment  standard  for  a  AFDC 
family  of  2,  while  Alaska  was  the  highest  at  $508  for  the  same 
family.    SSI  levels  ranged  in  1982    from  the  Federal  minimum  of  $397 
for  an  aged  couple  living  independently  (the  level  used  by  23 
States)  to  $815  which  California  paid  SSI  aged  couples  with  its 
optional  supplement.    Of  the  30  States  with  medically  needy 
programs,  the  income  level  ranged  from  $133  in  Tennessee  for  a 
family  of  2  to  $542  in  Wisconsin.     Only  2  of  the  thirty  medically 
needy  States  set  their  medically  needy  levels  equal  to  the  AFDC 
payment  standard  (for  a  2-person  case).     Indeed,  most  of  the 
medically  needy  States  appear  to  set  their  income  levels  at  the 
maximum  amount  allowable  by  Medicaid  regulations  —  133%  of  the 
highest  amount  paid  in  AFDC  by  family  size. 

3.2    Potential  Impact  of  Eligibility  Decisions  by  States 

The  next  question  is  —  what  impact  do  these  various  key 
eligibility  decisions  appear  to  have  on  Medicaid  enrollment  and 
expenditures?    For  example,  what  difference  does  it  make  in  terms  of 
enrollee  population  and  program  costs  to  decide  to  implement  a 
medically  needy  program  or  to  require  SSI  recipients  to  make  a 
separate  application  for  Medicaid?    What  is  the  impact  of  coverage 
for  the  key  optional  groups?    What  difference  do  income  levels 
make?    To  answer  these  questions,  most  of  the  analysis  which  follows 
draws  upon  2082  annual  operating  data  for  Medicaid  in  FY  1982.  AFDC 
and  SSI  operating  data  for  1982  are  also  utilized. 

3.2.1    Provision  for  Medically  Needy 

In  the  average  medically  needy  State  in  1982,  the  medically 
needy  composed  about  14%  of  the  total  Medicaid  recipient  population 
according  to  2082  data  (see  Exhibit  3-3). 18    However,  the  range  of 
experience  among  States  was  considerable.     In  1982,  Louisiana's 
medically  needy  were  only  2%  of  the  total  recipient  population, 
compared  to  North  Dakota,  where  the  medically  needy  were  30%  of 
Medicaid  recipients.     There  is  no  obvious  explanation  as  to  why 
States  differ  so  in  the  size  of  the  medically  needy  recipient 


i<3Two  averages  were  calculated  for  this  and  subsequent 
exhibits  to  measure  the  experience  of  States  along  particular 
eligibility  dimensions.     Generally,  in  the  discussion,  the 
unweighted  average  is  cited.     Since  the  objective  of  this  study  was 
to  analyze  the  likely  impact  of  a  particular  eligibility  decision 
for  any  single  State,  it  seemed  best  to  treat  all  States  alike. 
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Exhibit  3-3 


Percentage  of  Medically  Needy  Recipients  and  Medically  Needy  Expenditures 
by  State  (with  Medically  Needy  Programs)  -  1982 


%  Medically 

%  Medically 

Needy  Recipients 

Needy  Expenditures 

ARKANSAS 

10.2% 

5.0% 

CALIFORNIA 

26.  2% 

36.1% 

CONNECTICUT 

25.1% 

76.4% 

DISTRICT  OF  COLUMBIA 

11.  6% 

15.  8% 

HAWAII 

16.  8% 

25.  4% 

ILLINOIS 

13.  3% 

35.1% 

KANSAS 

22.1% 

4  3.9% 

KENTUCKY 

25.  5% 

42.0% 

LOUISIANA 

2.3% 

2.2% 

MAINE 

10.  5% 

5.1% 

MARYLAND 

17.  6% 

4  3.5% 

MASSACHUSETTS 

19.2% 

51.  2% 

MICHIGAN 

9.  8% 

35.7% 

MINNESOTA 

18.  6% 

30.4% 

MONTANA 

3.  4% 

3.1% 

NEBRASKA 

14.  4% 

4  3.5% 

NEW  HAMPSHIRE 

7.6% 

3.1% 

NEW  YORK 

17.9% 

51.2% 

NORTH  CAROLINA 

15.7% 

40.7% 

NORTH  DAKOTA 

30.0% 

59.  7% 

OKLAHOMA 

9.5% 

22.  9% 

PENNSYLVANIA 

10.  9% 

20.  9% 

RHODE  ISLAND 

14.1% 

12.1% 

TENNESSEE 

12.1% 

36.  5% 

UTAH 

1  Q  14 

J.  J  .  J.  T> 

2R  1% 

•  JT) 

VERMONT 

5.  7% 

15.  5% 

VIRGINIA 

17.1% 

35.5% 

WASHINGTON 

6.  3% 

3.  4% 

WEST  VIRGINIA 

9.  6% 

7.5% 

WISCONSIN 

6.  0% 

6.3% 

AVERAGE  MEDICALLY   NEEDY  STATE* 

14.3% 

27.9% 

ALL  MEDICALLY  NEEDY  STATES* 

17.1% 

36.  4% 

*  Two  calculations  of  averages  were  done  for  the  medically  needy  states.  The 
first  average  uses  the  sum  of  all  the  state  percentages  divided  by  the 
number  of  states.    The  second  average  uses  the  total  Medicaid  recipients  or 
expenditures  in  the  medically  needy  states  and  divides  them  by  the  total 
number  of  medically  needy  recipients  or  expenditures  in  those  states.  The 
first  average  weights  all  states  alike,  while  the  second  average  is  weighted 
by\he  size  of  each  state's  Medicaid  program. 

Source:     2082  Data,  1982. 
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populations.     Differences  in  administrative  practices  and  varying 
levels  of  public  awareness  of  eligibility  critera  are  hypothesized 
to  be  the  major  explanatory  differences.    Whatever  the  cause,  this 
range  makes  it  difficult  to  project  exactly  how  much  of  a  caseload 
increase  a  State  is  likely  to  experience  if  it  adds  a  medically 
needy  program. 

Estimating  the  impact  of  a  medically  needy  program  is  further 
complicated  because  many  medically  needy  recipients  are  persons  who 
would  have  been  eligible  for  Medicaid  even  without  a  medically  needy 
program.     Many  of  the  institutionalized  in  particular  qualify  as 
categorically  needy/no  cash  recipients  in  non-medically  needy 
States,  while  they  would  be  considered  to  be  medically  needy  in 
medically  needy  States.     This  inconsistency  means  that  it  is 
necessary  to  look  at  the  categorically  needy/no  cash  groups  across 
States  to  better  estimate  the  impact  of  the  medically  needy  program. 

Summative  2082  data  for  1982  by  the  three  maintenance  status 
groups  (i.e.,  categorically  needy/cash,  categorically  needy/no  cash, 
and  medically  needy)  are  shown  below: 

Distribution  of  Recipients  by 
Maintenance  Assistance  Status 

CN/$  CN/No  $  MN 

Medically  Needy  States  77.7%  5.2%  17.1% 

Non-Medically  Needy  States  83.6%  16.4% 


These  data  show  that  States  without  medically  needy  programs 
report  considerably  higher  proportions  of  categorically  needy/no 
cash  recipients  than  the  medically  needy  States.    These  results 
suggest  that  adding  a  medically  needy  program  may  only  increase  a 
State's  Medicaid  population  by  about  6%,  not  the  14%  that  would  seem 
likely  if  only  medically  needy  data  were  considered.    This  estimate 
is  based  on  comparing  the  relative  size  of  the  cash  assistance 
population  in  medically  needy  and  non-medically  needy  States. 

Expenditure  data  for  1982  indicate  that  although  the  medically 
needy  may  be  only  a  small  proportion  of  recipients,  in  most 
medically  needy  States  they  cost  significantly  more  than  cash 
assistance  recipients.    On  average  among  the  30  medically  needy 
States,  the  medically  needy  account  for  28%  of  expenditures  even 
though  they  are  only  14%  of  recipients.     As  shown  in  Exhibit  3-4, 
this  means  that  medically  needy  per  capita  expenditures  for 
medically  needy  States  are  about  3  times  the  size  of  categorically 


Exhibit  3-4 

Average  Annual  Expenditures  Per  Categorically  Needy-Cash  and  Medically  Needy 
Recipients  By  States  (with  Medically  Needy  Programs):  1982 


Ratio  of  Medically 


Cat ego  r  i - 

Needy 

Per  Capita 

cally 

Medically 

Costs  to 

Categorically 

Nee  dy -Cas  h 

Needy 

Needv-Cash 

Per  Capita  Costs 

ARKANSAS 

3  959 

3  6  58 

0.69 

C ALI FORN IA 

3  807 

31261 

1  .56 

CONNECTICUT 

<t    ^  7  7 

35524 

9.66 

district  of  rnniMRii 

3156  4 

3  224  9 

1 .44 

HAWAI I 

(J     7  A  Q 

31760 

2.  35 

I LLINOIS 

3  934 

3  327  4 

3.51 

KANSAS 

31091 

33006 

2.76 

K  ENTUCK Y 

3  715 

31477 

2.07 

LOUISIANA 

31099 

31454 

1.34 

MAINE 

3  7  76 

3  6  23 

0.80 

MARYLAND 

3  887 

33190 

3.60 

MASSACHUSETTS 

$1076 

$4810 

4  .47 

MICHIGAN 

3  758 

33790 

5.00 

M  INNESOTA 

$1293 

$4033 

3.12 

MONTANA 

3  933 

31498 

1.61 

NEBRASKA 

1  1  1  ft  7 

5  D  4.  J  O 

4.43 

NEW  HAMPSHIRE 

3  543 

3  795 

1.46 

NEW  YORK 

31571 

$7566 

4.82 

NORTH  CAROLINA 

3  867 

33543 

4.09 

NORTH  DAKOTA 

31141 

33538 

3.10 

OKLAHOMA 

3  840 

33558 

4.24 

PENNSYLVANIA 

$  958 

$2739 

2.86 

RHODE  ISLAND 

3  898 

31392 

1.55 

TENNESSEE 

3  936 

33866 

4.13 

UTAH 

31176 

32280 

1.94 

VERMONT 

$1001 

$3914 

2.24 

VIRGINIA 

3  986 

32911 

2.95 

WASHINGTON 

$  988 

$  798 

0.81 

WEST  VIRGINIA 

3  480 

3  516 

1  .08 

WISCONSIN 

$1087 

$1865 

1.72 

AVERAGE  MEDICALLY  NEEDY  STATE* 

3  962 

32771 

2.89 

ALL  MEDICALLY  NEEDY  STATES* 

$1003 

$3126 

3.12 

ALL  STATES 

$  976 

33126 

3.20 

*  Two  calculations  of  averages  were  done  for  the  medically  needy  states.  The 
first  average  uses  the  sum  of  all  the  state  per  capitas  divided  by  the 
number  of  states.     The  second  average  uses  the  total  Medicaid  expenditures 
in  the  medically  needy  states  divided  by  the  total  number  of  Medicaid 
recipients  in  those  states.     The  first  average  weights  all  states  alike, 
while  the  second  average  is  weighted  by  the  size  of  each  state's  Medicaid 
program. 

Source:     2082  Data,  1982. 
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needy/cash  per  capita  expenditures.     In  the  average  medically  needy 
State,  the  annual  per  capita  cost  to  a  categorically  needy/cash 
Medicaid  recipient  was  $962,  compared  to  $2,771  for  a  medically 
needy  recipient. 

On  the  other  hand,  the  categorically  needy/no  cash  recipients 
in  non-medically  needy  States  cost  on  average  about  3.6  times  as 
much  as  categorically  needy/cash  recipients.     In  1982  for 
non-medically  needy  States,  the  cash  assistance  recipient  per  capita 
expenditures  were  $907,  while  the  average  for  non-cash  recipients 
was  $3,280.     The  average  for  categorically  needy/no  cash  recipients 
in  medically  needy  States  was  $2,963.     These  data  in  combination 
suggest  that  medically  needy  per  capita  expenditures  in  1982  were 
somewhat  less  than  those  incurred  by  the  categorically  needy/no 
cash,  but  the  difference  was  not  great.     The  effect  of  having  a 
medically  needy  program  appears  then  to  be  primarily  a  greater 
number  of  recipients,  with  per  capita  expenditures  only  slightly 
less  than  the  experience  with  the  categorically  needy/no  cash. 

Once  again  though,   it  should  be  remembered  that  the  range  among 
States  was  substantial.     In  3  of  the  30  medically  needy  States 
(Arkansas,  Maine  and  Washington),  medically  needy  recipients  on 
average  cost  less  than  cash  assistance  recipients.     At  the  high  end, 
the  medically  needy  in  Connecticut  averaged  10  times  cash  assistance 
recipients  in  per  capita  annual  expenditures. 

The  actual  distribution  of  the  medically  needy  population  in 
1982  was:     27%  aged,  12%  disabled,   39%  AFDC-related,  and  22% 
"other".     Looking  at  the  overall  population,  abour  23%  of  all  aged 
Medicaid  recipients  nationwide  in  1982  were  classified  as  medically 
needy,  compared  to  12%  of  the  disabled,  7%  of  AFDC-related  children 
and  9%  of  AFDC-related  adults.     Thus,  the  program  is  most  utilized 
by  the  aged. 

On  the  other  hand,  the  disabled  are  the  most  expensive 
medically  needy  group  on  a  per  capita  basis.     The  average  per  capita 
expenditure  for  disabled  medically  needy  recipients  was  $6998  in 
1982,  compared  to  $6132  for  the  aged  medically  needy,  $530  for 
AFDC-related  children  medically  needy,  and  $808  for  AFDC-related 
adults  medically  needy. 

These  expenditure  statistics  just  cited  have  to  be  interpreted 
with  caution,  however,  because  of  differences  in  State  practice 
regarding  the  classification  of  institutionalized  Medicaid 
recipients  and  the  lack  of  clear  Federal  instructions  for  the  2082 
eligibility  reporting  groups.     The  problem  is  that  some  medically 
needy  States  automatically  classify  Medicaid  nursing  home  recipients 
as  medically  needy  if  the  recipients  spend-down  or  contribute  to  the 
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cost  of  their  nursing  home  care.     In  these  States  only  the 
institutionalized  who  continue  to  receive  SSI  at  up  to  $25  per  month 
for  their  personal  needs  are  counted  as  categorically  needy 
recipients.     Other  States  classify  the  institutionalized  according 
to  whether  or  not  they  would  be  eligible  for  SSI  if  they  were  not 
institutionalized.     In  these  States,  for  example,  a  person  who 
received  the  full  SSI  benefit  before  institutionalization  would 
continue  to  be  coded  as  an  SSI  recipient  (categorically  needy)  even 
though  the  person  was  no  longer  receiving  SSI.    An  additional 
coding/reporting  problem  is  the  cash/no  cash  distinction  for  the 
categorically  needy.     Some  States  simply  do  not  use  this  cash/no 
cash  distinction  in  their  reporting  groups.     Thus,  they  may 
incorrectly  code  categorically  needy/no  cash  recipients  as  either 
categorically  needy/cash  or  medically  needy.    All  these  complexities 
mean  that  the  differences  in  State  practice  regarding  classification 
of  the  institutionalized  may  considerably  distort  analysis  of 
enrollment  and  expenditures  patterns  of  the  medically  needy. 

To  remove  the  institutional  distortions,   recipient  and 
expenditure  counts  from  the  1982  2082  data  were  calculated 
subtracting  out  institutionalized  recipients  and  institutional 
expenditures.    The  resulting  data  are  shown  in  Exhibits  3-5  and  3-6. 

In  general,  these  data  show  that  the  non-institutional 
medically  needy  still  cost  more  than  non-institutional  cash 
recipients,  but  the  difference  is  not  as  great  as  when  the 
institutional  population  and  expenditures  were  included.    For  the 
average  medically  needy  State,  the  per  capita  expenditure  for  a 
non-institutional  medically  needy  recipient  in  1982  averaged  about 
$1,414,  compared  to  $813  for  a  non-institutional  cash  recipient. 
Once  again,  the  experience  of  non-medically  needy  States  with  the 
categorically  needy/no  cash  is  relevant.     In  1982,  non-institutional 
cash  recipients  in  States  without  a  medically  needy  program 
experienced  per  capita  expenditures  of  $687  annually  compared  to 
$1,051  for  the  categorically  needy/no  cash.    The  multiple  for  the 
non-institutional  medically  needy  is  a  little  higher  than  the 
non-institutional  categorically  needy/no  cash  (1.74  vs.  1.5). 

In  summary,  compared  to  cash  recipients,  it  seems  that  the 
non-institutional  medically  needy  cost  about  1.75  times  as  much,  and 
about  three  times  as  much  if  institutionalized  recipients  are 
included.     These  numbers  vary  somewhat  from  the  experience  of 
non-medically  needy  States  with  their  categocially  needy/no  cash 
recipients,  where  the  related  multipliers  are  1.5  (without  the 
institutionalized)  and  3.6  (with  the  institutionalized).     These  data 
suggest  that  a  major  difference  of  a  medically  needy  program  is  that 
it  brings  in  non-institutionalized  recipients  with  greater  health 
care  costs  than  a  State  experiences  with  only  the  categorically 
needy/no  cash. 
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Exhibit  3-5 


Percentage  of  Non-Institutional  Medically  Needy  Recipients  and  Expenditures 
by  States  (with  Medically  Needy  Programs)  -  1982 


% 

of  Non-Institutional 
Recipients  who  are 
Medically  Needy 

%  of  Non-Institutional 
Expenditures 
Incurred  by  Medically  Needy 

ARKANSAS 

-L  J.  . 

CALIFORNIA 

?  A 

6% 

2  6 . 

9% 

CONNECTI CUT 

16. 

2% 

37. 

3% 

DISTRICT  OF  COLUMBIA 

11. 

5% 

18  . 

8% 

n  »  T.J  ATT 

H  AWAI I 

15. 

7% 

19. 

7% 

TT    T    T  kIAT  P 

I LLINOIS 

8  . 

5% 

16 . 

9% 

V  A  m  o  a  c 

13 . 

6% 

20. 

9% 

KhNi  ULKi 

22. 

7% 

20. 

6% 

LUUiblAN A 

2. 

3% 

4. 

6% 

MA  THE1 

MA  INh. 

11 

3% 

10. 

0% 

MAKi LAN  D 

13 

5% 

18. 

7% 

14 

7% 

37. 

4% 

MT           TP  A  M 

MICHIGAN 

6 . 

1% 

16 . 

4% 

Ml  WNtbUj.  A 

14 

4% 

26 . 

3% 

«■/— V  »  T  m  »    Kl  X 

MONTANA 

•J 

7% 

6  . 

3% 

NEBRASKA 

A 
Lt 

u  * 

1  5 . 

8% 

NEW  HAMPSHIRE 

ft 
\j  * 

9 . 

6% 

NEW  YORK 

12 

6% 

29. 

9% 

NORTH  CAROLINA 

1 1 . 

1% 

19 . 

0% 

NORTH  DAKOTA 

19 

7% 

32. 

5% 

OKLAHOMA 

6 

.7% 

18. 

7% 

PENNSYLVANIA 

10 

0% 

9. 

5% 

RHODE  ISLAND 

2  3 

3% 

TENNESSEE 

6 

,  5% 

15. 

1% 

UTAH 

16 

0% 

23. 

7% 

17DT1  U  /~\  Kin 

VERMONT 

3 

.7% 

8. 

7% 

VIRGINIA 

13 

.7% 

18. 

9% 

WASHINGTON 

6 

.  6% 

6. 

8% 

WEST  VIRGINIA 

9 

.  8% 

10. 

7% 

WISCONSIN 

4 

.9% 

5. 

6% 

AVERAGE  MEDICALLY  NEEDY  STATE* 

11 

.  3% 

18. 

0% 

ALL  MEDICALLY   NEEDY  STATES* 

14 

.2% 

23. 

0% 

*  Two  calculations  of  averages  were  done  for  the  medically  needy  states.  The 
first  average  uses  the  sum  of  all  the  state  percentages  divided  by  the 
number  of  states.     The  second  average  uses  the  total  Medicaid  recipients  or 
expenditures  in  the  medically  needy  states  and  divides  them  by  the  total 
number  of  medically  needy  recipients  or  expenditures  in  those  states.  The 
first  average  weights  all  states  alike,  while  the  second  average  is  weighted 
by  the  size  of  each  state's  Medicaid  program. 

Source:     2082  Data,  1982. 
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Exhibit  3-6 

Average  Annual  Expenditures  Per  Categorically  Needy-Cash  and  Medically  Needy  Recipients 

Excluding  Institutional  Care  By  State:  1982 


Categori- 


Ratio  of  Medically 
Needy  Per  Capita 


cally 

Medically 

Costs  to 

Catego 

Needy-Cash 

Needy 

Needy-Cash 

Per  Ca] 

ARKANSAS 

3 

666 

3  bob 

CALIFORNIA 

$ 

758 

$  o04 

1  fit 

1 .  U6 

CONNECTICUT 

3 

754 

31  /  J9 

7     T  1 
2  .  J  1 

DISTRICT  OF  COLUMBIA 

31416 

3  2 i\ 9 

1.64 

HAWAI I 

3 

684 

<i  oil 
3  oil 

1      1  Q 

i .  i  y 

I LL1NOIS 

$ 

831 

$1  buy 

i .  y4 

V  A  M  C  A  C 

K ANb Ab 

3 

840 

<t  1  7  7  7 

1     4  7 
1.4/ 

KLN  TUCK! 

$ 

553 

3    4  6  6 

U  .  o  4 

r  An  Tt*  T  H  HH 

LOU IS  I ANA 

3 

746 

rti  /ion 
31  4oU 

i    Q  a 

i .  y  o 

MAINE 

$ 

738 

<t  coo 

n    q  i 
U  .  ol 

MARYLAND 

3 

743 

o  i  n  7  "7 
31  U27 

1      7  Q 
1  .JO 

MASSACHUSETTS 

$1092 

$  27  69 

2.54 

MICHIGAN 

3 

702 

a  i  i  *7  o 

3177  8 

7     C  7 

M INNESOTA 

$ 

989 

$1807 

1      O  7 

1.83 

*  m  /"\  ki  m  "k  kl  li 

MONTANA 

3 

857 

31462 

1 .  / 1 

NEBRASKA 

$ 

859 

$3369 

7  m 
i  .  92 

NEW  HAMPSHIRE 

3 

646 

3    / 1 J 

1  .  1  U 

NEW  YORK 

$1399 

$3394 

2.  43 

NORTH  CAROLINA 

3 

715 

31222 

1.71 

NORTH  DAKOTA 

$ 

995 

$1347 

1.  35 

OKLAHOMA 

3 

805 

32230 

2.77 

PENNSYLVANIA 

$ 

628 

$  565 

0.  90 

RHODE  ISLAND 

3 

906 

$1391 

1.54 

1  LMNbbbtiL 

$ 

7  27 

<t  1  coo 
3  1  0  0  0 

UTAH 

$ 

829 

31150 

1.39 

VERMONT 

$ 

689 

$1604 

2.33 

VIRGINIA 

3 

768 

31010 

1.32 

WASHINGTON 

$ 

835 

$  751 

0.  90 

WEST  VIRGINIA 

3 

458 

3  486 

1.06 

WISCONSIN 

$ 

771 

$  934 

1.21 

AVERAGE  MEDICALLY  NEEDY  STATE* 

3 

813 

31414 

1.74 

ALL  MEDICALLY  NEEDY  STATES* 

$ 

768 

$1369 

1.78 

*  Two  calculations  of  averages 

were  done 

for  the 

medically 

needy  states 

.  The 

first  average  uses  the  sum  of  all  the  state  per  capitas  divided  by  the 
number  of  states.    The  second  average  uses  the  total  amount  of  Medicaid 
expenditures  in  the  medically  needy  states  divided  by  the  total  number  of 
Medicaid  recipients  in  those  states.    The  first  average  weights  all  states 
alike,  while  the  second  average  is  weighted  by  the  size  of  each  state's 
Medicaid  program. 


Source:     2082  Data,  1982. 
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3.2.2    Treatment  of  SSI  Recipients 


To  assess  the  impact  of  selecting  among  the  three  options 
available  to  States  for  the  Medicaid  eligibility  of  SSI  recipients, 
data  were  developed  to  depict  both  the  enrollment  and  per  capita 
expenditure  experience  in  1982  for  States  by  the  three  options.  It 
was  hypothesized  that  States  which  elect  to  enroll  SSI  recipients 
automatically  in  the  Medicaid  program  (1634  States)  would  have  the 
highest  ratios  of  Medicaid  cash  recipients  to  SSI  recipients.  With 
States  that  require  SSI  recipients  to  apply  for  Medicaid  (State 
determination  States),  it  was  expected  that  the  ratios  would  be 
somewhat  lower.     Finally,  with  209(b)  States  which  use  more 
restrictive  Medicaid  eligibility  criteria  for  SSI  recipients,  the 
lowest  ratios  were  expected. 

To  test  these  hypotheses,   ratios  were  constructed  comparing  FY 
1982  Medicaid  aged  (and  disabled)  categorically  needy/cash 
recipients  to  December  1981  SSI  aged  (and  disabled)  recipients. 
Unfortunately,  data  on  the  number  of  Medicaid  recipients  were  annual 
data,  while  the  SSI  data  were  for  only  one  month.     As  a  result,  the 
ratio  of  Medicaid  recipients  to  SSI  recipients  often  exceeded  1.0. 
This  is  not  unexpected  since  caseload  turnover  would  make  the  annual 
number  of  recipients  larger  than  the  recipient  number  for  any  one 
month. 

The  ratios,  presented  in  Exhibits  3-7  and  3-8,  indicate  whether 
the  proportion  of  SSI  aged  and  disabled  recipients  on  Medicaid 
varied  by  eligibility  provisions. *  *    Overall,  it  appears  that 
there  was  no  difference  between  1634  and  State  determination  States 
in  the  proportion  of  SSI  aged  recipients  who  received  Medicaid  as 
well.     Thus,   requiring  a  separate  Medicaid  application  does  not 
appear  to  reduce  the  number  of  SSI  aged  who  use  Medicaid  services. 
However,  there  is  a  difference  between  1634  and  State  determination 
States  in  the  proportion  of  SSI  disabled  who  received  Medicaid  as 
categorically  needy/cash  recipients.     The  State  determination  option 
appears  to  reduce  by  30%  the  number  of  disabled  categorically 
needy/cash  Medicaid  recipients  for  a  State. 

Electing  the  209(b)  option,  not  surprisingly,  appears  to  reduce 
both  the  number  of  both  aged  and  disabled  categorically  needy/cash 
Medicaid  recipients.     In  209(b)  States,  the  proportion  of  SSI  aged 
who  are  aged  categorically  needy/cash  recipients  was  20%  lower  than 


lcsThe  recipient  ratios  were  developed  by  comparing  the  number 
of  persons  receiving  SSI  in  each  State  in  December  1981  to  the 
Medicaid  recipient  population  in  that  State  for  FY  1982.     The  HCFA 
2082  reports  and  SSI  Program  Operating  Statistics  were  the  data 
sources.     All  the  expenditure  data  are  from  the  HCFA  2082. 
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Exhibit  3-7 


Ratio  of  Number  of  1982  Aged  Cash  Assistance  Medicaid  Recipients  (CN-3)  to 
Dec.  1981  Number  of  Aged  SSI  Recipients  By  State  Option  for  Medicaid  Treatment 

of  SSI  Recipients 


State  209(B) 

State  1634  Determination  State 

ALABAMA  1.03 

ALASKA  -  2.08 

ARKANSAS  1.02 

CALIFORNIA  1.22 

COLORADO  -  1.37 

CONNECTICUT  -  -  .48 

DELAWARE  1.32 

DIST  COLUMBIA  1.80 

FLORIDA  1.01 

GEORGIA  1.04 

HAWAII  -  -  1.02 

IDAHO  -  .62 

ILLINOIS  -  -  .80 

INDIANA  -  -  .74 

IOWA  1.19 

KANSAS  -  1.19 

KENTUCKY  1.10 

LOUISIANA  1.17 

MAINE  1.13 

MARYLAND  1.13 

MASSACHUSETTS  1.12 

MICHIGAN  1.02 

MINNESOTA  -  -  .95 

MISSISSIPPI  -  -  .88 

MISSOURI  -  -  .77 

MONTANA  1.18 

NEBRASKA  -  -  1.05 

NEVADA  -  1.04 

NEW  HAMPSHIRE  -  -  .96 

NEW  JERSEY  1.03 
NEW  MEXICO  .96 

NEW  YORK  1.48 

N   CAROLINA  -  -  .75 

N  DAKOTA  -  -  .95 

OHIO  -  -  .99 

OKLAHOMA  -  -  1.29 

OREGON  -  .63 

PENNSYLVANIA  1.03 

RHODE  ISLAND  .89 

S   CAROLINA  1.04 

S  DAKOTA  1.10 

TENNESSEE  1.07 

TEXAS  1.18 

UTAH  -  -  1.0  3 

VERMONT  1.11 

VIRGINIA  -  -  1.11 

WASHINGTON  1.09 

W  VIRGINIA  1.42 
WISCONSIN  .80 

WYOMING  1.75 

AVERAGE  STATE  RATIO*  1.15  1.15  .90 

OVERALL  STATE  RATIO*  1.15  1.16  .92 


*  Two  calculations  of  averages  were  done  for  each  SSI  option.    The  first 

average  uses  the  sum  of  all  the  state  ratios  divided  by  the  number  of  states 
using  each  option.    The  second  average  uses  the  total  number  of  aged  cash 
assistance  Medicaid  recipients  for  the  states  using  each  option  divided  by 
the  total  number  of  aged  SSI  recipients  for  those  states.    The  first  average 
weights  all  states  alike,  while  the  second  average  is  weighted  by  the  size 
of  each  state's  Medicaid  and  SSI  recipient  populations. 

Source:     2082  Data,  1982;  Social  Security  Bulletin,  Annual  Statistical 

Supplement,   1981,  Table  161,  p.  228;  and  Social  Security  Bulletin, 
June  1982,  Table  M-26,  p.  40. 
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Exhibit  3-8 


Ratio  of  Number  of  1982  Disabled  Cash  Assistance  Medicaid  Recipients 
to  Dec.  1981  Number  of  Disabled  SSI  Recipients  By  State  Option  for 
Medicaid  Treatment  of  SSI  Recipients 


State  .:09(B> 

State  1634  Determinat  ion  state 

ALABAMA  1.02 

ALASKA  -  1.55 

ARKANSAS  1.02 

CALIFORNIA  1.19 

COLORADO  -  .59 

CONNECTICUT  -  -  .3j 

DELAWARE  .94 
DIST  COLUMBIA  .99 

FLORIDA  1.03 

GEORGIA  1.03 

HAWAII  -  -  ,8e 

IDAHO  -  .43 

ILLINOIS  -  -  i.02 

INDIANA  -  -  >54 

IOWA  1.08 

KANSAS  -  .86 

KENTUCKY  1.02 

LOUISIANA  .80 

MAINE  1.03 

MARYLAND  .91 

MASSACHUSETTS  1.10 

MICHIGAN  1.01 

MINNESOTA  -  -  ,  92 

MISSISSIPPI  -  -  .'39 

MISSOURI  -  -  .29 

MONTANA  1.09  -  '- 

NEBRASKA  -  -  .  80 

NEVADA  -  1.26  - 

NEW  HAMPSHIRE  -  -  .99 

NEW  JERSEY  1.03  -  '- 

NEW  MEXICO  1.04 

NEW  YORK  1.17 

N  CAROLINA  -  _  .  51 

N  DAKOTA  -  _  .'62 

OHIO  -  _  \ln 

OKLAHOMA  -  -  .g0 

OREGON  -  .62 

PENNSYLVANIA  1.00 

RHODE  ISLAND  2.25 

S  CAROLINA  1.01 

S  DAKOTA  1.07 

TENNESSEE  .99 

TEXAS  .83 

UTAH  -  -  .75 

VERMONT  .97 

VIRGINIA  -  -  .81 

WASHINGTON  .81 
W  VIRGINIA  .85 
WISCONSIN  .97 
WYOMING  .89 

AVERAGE  STATE  RATIO*  1.05  .72  .72 

OVERALL  STATE  RATIO*  1.04  .89  .71 


*  Two  calculations  of  averages  were  done  for  each  SSI  option.    The  first 

average  uses  the  sum  of  all  the  state  ratios  divided  by  the  number  of  states 
using  each  option.    The  second  average  uses  the  total  number  of  disabled 
cash  assistance  Medicaid  recipients  for  the  states  using  each  option  divided 
by  the  total  number  of  disabled  SSI  recipients  for  those  states.    The  first 
average  weights  all  states  alike,  while  the  second  average  is  weighted  by 
the  size  of  each  state's  Medicaid  and  SSI  recipient  populations. 

Source:    2082  Data,  1982;  Social  Security  Bulletin,  Annual  Statistical 

Supplement,  1981,  Table  163,  p.  230;  and  Social  Security  Bulletin, 
June  1982,  Table  M-26,  p. 40. 
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the  proportion  seen  in  State  determination  and  1634  States.     For  the 
disabled,  the  impact  is  about  the  same  as  that  seen  with  the  State 
determination  option,  i.e.,  disabled  Medicaid  recipients 
(categorically  needy/cash)  are  reduced  by  about  30%. 

The  cost  data,  presented  in  Exhibits  3-9  and  3-10,  call  into 
question  how  much  money  is  saved  by  choosing  the  more  restrictive 
eligibility  options.     For  both  the  aged  and  the  disabled,  per  capita 
Medicaid  expenditures  in  1982  were  greater  in  State  determination 
and  209(b)  States  than  in  1634  States.     For  the  aged,  per  capita 
expenditures  were  13%  greater  in  the  average  State  determination 
State  and  25%  greater  in  the  average  209(b)  State.     For  the 
disabled,  the  average  State  determination  State  had  per  capita 
expenditures  75%  greater,  while  the  rate  for  the  average  209(b) 
State  was  16%  greater.     These  results  suggest  that  neither  of  these 
options  may  screen  out  the  high  utilizers  in  the  SSI  group. 
However,  the  use  of  per  capita  costs  is  only  a  limited  measure  of 
expenditures,  and  it  can  be  argued  that  total  costs  in  these  States 
would  have  been  even  greater  if  all  SSI  recipients  had  been 
automatically  enrolled  in  Medicaid.    On  the  other  hand,  it  is  also 
possible  that  many  SSI  recipients  in  State  determination  and  209(b) 
States  who  are  not  on  Medicaid  do  not  receive  sufficient  routine 
preventive  care,  thus  making  their  costs  to  Medicaid  greater  when 
they  finally  enroll.    Of  course,  it  could  also  be  other  factors 
which  are  affecting  these  cost  data,  such  as  reimbursement  rates, 
service  packages,  etc.     Nevertheless,  these  results  do  open  to 
question  the  impact  of  restricting  Medicaid  coverage  for  aged  SSI 
recipients.     These  data  suggest  that  a  few  less  enrollees  do  not 
necessarily  cut  expenditures  even  clos*  to  proportionally. 

Unfortunately,  there  is  such  a  high  degree  of  dispersion  in 
both  the  ratios  and  cost  data  among  States  for  each  of  the  three 
options  for  Medicaid  treatment  of  SSI  recipients  that  it  is 
difficult  to  attribute  the  observed  differences  to  the  three 
options.     The  differences  were  not  statistically  significant.  For 
example,  in  Wisconsin,  a  1634  State,  the  Medicaid  aged  categorically 
needy/cash  recipient  caseload  for  all  of  1982  was  only  80%  of  the 
State's  December  1981  aged  SSI  caseload.    At  the  other  extreme,  in 
the  District  of  Columbia  (also  a  1634  State),  aged  categorically 
needy/cash  Medicaid  recipients  in  1982  were  180%  of  the  SSI  aged 
caseload. 19    On  average,  the  1982  Medicaid  recipient  caseloads  for 
the  aged  categorically  needy/cash  in  1634  States  were  15%  greater 
than  the  December  1981  SSI  aged  caseload.     The  same  degree  of 
variances  can  be  seen  with  the  disabled  and  with  the 


l^There  is  a  possibility  that  these  extremes  reflect  some  of 
the  reporting  problems  States  have  in  preparing  their  2082  reports. 
For  example,  compiling  an  unduplicated  count  of  annual  Medicaid 
recipients  is  difficult  for  many  States. 
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Exhibit  3-9 


1982  Per  Capita  Expenditure  for  Aged  Cash  Assistance  Medicaid  Recipients  (CN-3) 
by  State  Option  for  Treatment  of  SSI  Recipients 

State  209(B) 

State  1634                         Determination  State 

ALABAMA  3  769 

ALASKA  -  31985 

ARKANSAS  31074 

CALIFORNIA  3  799 

COLORADO  -                                   3  2531 

CONNECTICUT  -  -  31008 

DELAWARE  32069 

DIST  COLUMBIA  34034 

FLORIDA  31013 

GEORGIA  31068 

HAWAII  -  -  31781 

IDAHO  -                                    3  786 

ILLINOIS  -  -  32183 

INDIANA  -  -  33662 

IOWA  31608 

KANSAS  -  32038 

KENTUCKY  3   79  5 

LOUISIANA  31351 

MAINE  31269 

MARYLAND  31845 

MASSACHUSETTS  31736 

MICHIGAN  31787 

MINNESOTA  -  -  33862 

MISSISSIPPI  -  -  3  845 

MISSOURI  -  3  807 

MONTANA  31762 

NEBRASKA  -  -  32592 

NEVADA  -  31226 

NEW  HAMPSHIRE  -  -  3  583 

NEW  JERSEY  32179 

NEW  MEXICO  3  895 

NEW  YORK  32844 

N  CAROLINA  -  -  31266 

N  DAKOTA  -  -  3264  5 

OHIO  -  -  32519 

OKLAHOMA  -  -  31685 

OREGON  -  32255 

PENNS YLIVANI A  32530 

RHODE  ISLAND  33024 

S  CAROLINA  3  871 

S  DAKOTA  31849 

TENNESSEE  3  980 

TEXAS  31293 

UTAH  -  -  32723 

VERMONT  31604 

VIRGINIA  -  -  31757 

WASHINGTON  3  914 

W  VIRGINIA  3  827 

WISCONSIN  31940 

WYOMING  31728 

AVERAGE  STATE  PER  CAPITA*  31602                                  31803  31995 

OVERALL  STATE  PER  CAPITA*  31396                                  32241  31695 

*  Two  calculations  of  averages  were  done  for  each  SSI  option.    The  first 

average  uses  the  sum  of  all  the  state  per  capitas  divided  by  the  number  of 
states  using  each  option.    The  second  average  uses  the  total  amount  of  aged 
cash  Medicaid  expenditures  for  states  with  each  SSI  option  divided  by  the 
total  number  of  aged  cash  Medicaid  recipients.     The  first  average  weights 

all  states  alike,  while  the  second  average  is  weighted  by  the  size  of  each 
state's  Medicaid  program  for  the  aged. 

Source:     2082  Data,   1982;  Social  Security  Bulletin,  Annual  Statistical 

Supplement,  1981,  Table  161,  p.   228;  and  Social  Security  Bulletin, 

June  1982,  Table  M-26,  p.  40. 
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Exhibit  3-10 


1982  Per  Capita  Expenditure  for  Disabled  Cash  Assistance  Medicaid  Recipients 
(CN-$)  by  State  Option  for  Treatment  of  SSI  Recipients 

State  209(B) 

State  1634  Determination  State 


ALABAMA 

$1557 

- 

- 

ALASKA 

- 

33740 

- 

ARKANSAS 

32176 

- 

- 

CALIFORNIA 

32087 

- 

- 

COLORADO 

- 

36119 

- 

CONNECTICUT 

- 

- 

31975 

DELAWARE 

$3090 

- 

- 

DIST  COLUMBIA 

34164 

- 

- 

FLORIDA 

31787 

- 

- 

GEORGIA 

32309 

- 

_ 

HAWAII 

- 

- 

33476 

IDAHO 

- 

31532 

- 

ILLINOIS 

- 

- 

33537 

INDIANA 

- 

- 

35324 

IOWA 

34154 

- 

_ 

KANSAS 

- 

34860 

_ 

KENTUCKY 

$1718 

- 

_ 

LOUISIANA 

32832 

- 

- 

MAINE 

32214 

- 

- 

MARYLAND 

32818 

- 

- 

MASSACHUSETTS 

34276 

- 

- 

MICHIGAN 

33336 

- 

- 

MINNESOTA 

- 

- 

38362 

MISSISSIPPI 

- 

- 

31340 

MISSOURI 

- 

- 

31181 

MONTANA 

32972 

- 

- 

NEBRASKA 

- 

- 

$4964 

NEVADA 

- 

35916 

- 

NEW  HAMPSHIRE 

- 

- 

31634 

NEW  JERSEY 

33140 

- 

- 

NEW  MEXICO 

32277 

- 

- 

NEW  YORK 

35308 

- 

- 

N  CAROLINA 

- 

_ 

32502 

N  DAKOTA 

- 

- 

32780 

OHIO 

- 

- 

33565 

OKLAHOMA 

- 

- 

32480 

OREGON 

31419 

PENNSYLVANIA 

33466 

RHODE  ISLAND 

31885 

S  CAROLINA 

31635 

S  DAKOTA 

34487 

TENNESSEE 

31845 

TEXAS 

33317 

UTAH 

36303 

VERMONT 

33996 

VIRGINIA 

32831 

WASHINGTON 

34246 

W  VIRGINIA 

31012 

WISCONSIN 

34503 

WYOMING 

32827 

AVERAGE  STATE  PER  CAPITA*  32949 
OVERALL  STATE  PER  CAPITA*  3  2951 


$3931 
34194 


$3423 
33244 


*  Two  calculations  of  averages  were  done  for  each  SSI  option.     The  first 
average  uses  the  sum  of  all  the  state  per  capitas  divided  by  the  number  of 
states  using  each  option.    The  second  average  uses  the  total  amount  of 
disabled  cash  Medicaid  expenditures  for  states  with  each  SSI  option  divided 
by  the  total  number  of  disabled  cash  Medicaid  recipients.    The  first  average 
weights  all  states  alike,  while  the  second  average  is  weighted  by  the  size 
of  each  state's  Medicaid  program  for  the  disabled. 

Source:     2082  Data,   1982;  Social  Security  Bulletin,  Annual  Statistical 

Supplement,  1981,  Table  163,  p.  230;  and  Social  Security  Bulletin, 
June  1982,  Table  M-26,  p.  40. 
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other  two  SSI  options.  Substantial  dispersion  also  exists  in  the 
per  capita  cost  data. 


3.2.3    Optional  Group  Coverage 
MA-21  Children 

The  first  optional  coverage  group  of  interest  is  children  under 
age  18-21  in  low-income  families,  or  Ribicoff  kids.    As  mentioned 
earlier,   29  States  in  1982  elected  to  cover  this  group  fully,  i.e., 
all  such  children  were  potentially  eligible  for  Medicaid.     The  other 
21  States  elected  to  cover  only  a  subset  or  certain  "reasonable 
classifications"  of  these  children,  such  as  foster  care  children, 
publicly  subsidized  adoptions,  certain  institutionalized  children, 
and  unborn  children.     Unfortunately,  determining  how  many  of  these 
children  are  Medicaid  recipients  and  what  they  cost  is  not 
straight-forward.     The  problem  is  that  on  the  2082  forms,  there  is 
no  exactly  corresponding  reporting  group  for  non-AFDC  poor 
children.    The  seemingly  appropriate  reporting  groups  for  these 
children  would  appear  to  be  "Categorically  Needy/No  Cash 
Assistance-Other"  and  "Medically  Needy-Other."     In  fact  it  seems 
likely  that  these  two  reporting  groups  would  be  devoted  almost 
exclusively  to  non-AFDC  children,  because  there  are  few  other 
optional  groups  of  any  size  that  are  not  categorically  related, 
i.e.,  AFDC-related ,  aged,  blind  or  disabled. 2^ 

The  2082  data  for  1982  show  that  the  "Categorically  Needy/No 
Cash-Other"  and  "Medically  Needy-Other"  groups  nationwide  are  a 
fairly  small  proportion  of  Medicaid  recipients  and  expenditures. 
These  "other"  groups  make  up  about  3.8%  of  all  recipients  and  1.9% 
of  overall  expenditures.    On  a  per  capita  basis,  Medicaid  recipients 
in  the  "other"  groups  are  considerably  more  expensive  than 
AFDC-related  children,  the  most  logical  comparison  group,  as  shown 
below. 


^uUSR&E's  work  for  the  Tape-to-Tape  project  on  "mapping"  State 
eligibility  groups  into  the  HCFA  reporting  groups  used  on  the  2082 
form  suggested  that  States  primarily  use  the  "other"  group  for 
non-AFDC  children.     However,  there  have  been  reporting  problems  with 
this  aspect  of  the  2082  form,  so  that  this  interpretation  may  not  be 
true  for  all  States. 


Nationwide 
Per  Capita  Medicaid 
Expenditures  -  1982 


AFDC  Cash  Assistance  Children 
AFDC/No  Cash  Children 
AFDC-related  Medically  Needy  Children 
Categorically  Needy/No  Cash  Other 
Medically  Needy-Other 


$373 
$323 
$530 
$792 
$739 
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These  data  indicate  that  any  coverage  of  non-AFDC  poor  children 
by  States  probably  implies  per  capita  Medicaid  expenditures  1  1/2  to 
2  times  greater  than  for  AFDC-related  children.     There  are  several 
possible  explanations  for  this  greater  cost.    Many  of  these  non-AFDC 
children  are  under  State  custody  (child  welfare  children  which 
includes  both  those  in  foster  care  and  public  adoption  status)  and 
come  from  family  situations  of  neglect  or  abuse,  which  obviously 
affects  their  health  status.     There  are  also  probably  more  disabled 
or  handicapped  children  in  the  child  welfare  caseload  than  in  AFDC. 
Finally,  this  non-AFDC  group  can  be  used  to  cover  otherwise 
ineligible  children  in  institutions,  and  it  is  well  known  that 
institutionalized  costs  are  substantial. 

The  next  question  then  is  how  much  more  does  it  cost  for  a 
State  to  cover  all  poor  children  under  Medicaid  as  opposed  to  only 
reasonable  classifications  or  subsets  of  them?    To  address  this 
question,  program  data  were  compared  for  States  with  comprehensive 
MA-21  coverage  (called  MA-21  States)  to  States  covering  only 
subgroups  of  non-AFDC  children  (called  limited  child  coverage 
States).     The  results  are  shown  in  Exhibits  3-11  and  3-12. 

Not  surprisingly,  it  appears  that  the  "other"  groups  in  MA-21 
States  are  a  greater  proportion  of  the  overall  Medicaid  recipient 
population  than  in  the  limited  child  coverage  States.    On  average, 
"other"  recipients  are  3.9%  of  the  overall  Medicaid  recipient 
caseload  in  MA-21  States,  compared  to  2.1%  for  the  limited  coverage 
States.     Similarly,   "other"  expenditures  in  MA-21  States  are  about 
twice  the  size  of  "other"  expenditures  in  the  limited  coverage 
States.     These  data  suggest  that  comprehensive  coverage  of  poor 
children  for  Medicaid  eligibility  purposes  appears  to  about  double 
the  size  and  cost  of  the  "other"  group.    Actually,  it  is  surprising 
that  the  effect  is  so  small.    One  would  expect  comprehensive 
Medicaid  coverage  of  non-AFDC  poor  children  to  result  in  a  much 
greater  number  of  Medicaid  recipients,  if  not  proportionately 
greater  costs.     However,  previous  research  has  suggested  that  there 
is  a  very  low  participation  rate  for  Medicaid  by  non-dependent 
low-income  children  in  MA-21  States. 2^    Probably  the  eligibility 
provisions  for  this  part  of  Medicaid  are  not  generally  well  known  or 
understood,  thus  deterring  participation.     Some  State 


Z1USR&E  found  evidence  to  this  effect  in  a  simulation  model  it 
developed  for  Massachuetts  of  potentially  eligible  spend-down 
recipients.     This  model  estimated  spend-downers  in  1974  to  have  only 
a  1.5%  participation  rate  for  the  Massachusetts  Medicaid  program. 
Most  of  the  non-participants  were  MA-21  children.     Evaluation  of 
Medicaid  Spend-Down,  Volume  9,   "Spend-Down  Participation  Rate," 
Urban  Systems  Research  &  Engineering,  Inc.,  1976,  p. 52. 
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Exhibit  3-11 

Percentage  of  'Other*  Categorically  Needy-No  Cash  and  Medically  Needy 
Recipients  and  Expenditures  by  MA-21  States  -  1982 


%  "Other" 

%  "Other  * 

i  ^  i  in  l  ^ 

EYDPnH  i  f  i!  rp  ? 

l r  in  am  A 

1 .  5% 

0 .  5% 

6 .  5% 

2.9% 

C AL  T  PORN I A 

6 .  9% 

4 .  7% 

rONNFTTT  TUT 

4.4% 

3.8% 

DISTRICT  OP  COLUMBIA 

0 .  3% 

0 .  5% 

0.6% 

0.  2% 

H AW AI I 

0 .  8% 

0 .  4% 

IDAHO 

2 .  3% 

0 .  6% 

I OWA 

7 . 7% 

4 .  2% 

KENTUCKY 

1.6% 

1.1% 

LOU IS  I ANA 

1 .  4% 

0  .  8% 

MASSACHUSETTS 

3.8% 

2.3% 

MAINE 

1.6% 

0.9% 

MARYLAND 

* 

* 

0 .  9% 

0 .  8% 

MINNESOTA 

6.9% 

3.7% 

MISSOURI 

1.7% 

1.0% 

MONTANA 

3.7% 

1.7% 

NORTH  DAKOTA 

6.3% 

3.8% 

NEW  JERSEY 

2.1% 

4.5% 

NEVADA 

4.4% 

1.5% 

NEW  YORK 

10.0% 

2.1% 

OKLAHOMA 

0.1% 

0.0% 

OREGON 

10.3% 

4.5% 

PENNSYLVANIA 

5.6% 

1.4% 

TENNESSEE 

* 

* 

UTAH 

8.9% 

8.2% 

VERMONT 

2.0% 

1.1% 

WISCONSIN 

2.6% 

4.3% 

AVERAGE  MA-21  STATE** 

3.9% 

2.3% 

ALL  MA-21  STATES** 

5.2% 

2.6% 

*  These  states  were  excluded  from  analysis  because  they  did  not  report  any 
recipients  in  the  "other*  group  on  the  2082  form.     Although  it  is  possible 
they  did  not  have  any  recipients  or  expenditures  for  "other"  cases,  it 
seems  more  likely  that  they  do  not  keep  up  with  this  type  recipient  in 
their  reporting  system. 

**  Two  calculations  of  averages  were  done  for  the  MA-21  states.     The  first 
average  uses  the  sum  of  all  the  state  percentages  divided  by  the  number  of 
states.     The  second  uses  the  total  number  of  "other"  recipients  or 
expenditures  in  MA-21  states  and  .divides  by  the  total  number  of  Medicaid 
recipients  or  expenditures  in  these  states.     The  first  average  weights  all 
states  alike,  while  the  second  average  is  weighted  by  the  size  of  each 
state's  Medicaid  recipient  population. 

Source:     2082  data,  1982. 
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Exhibit  3-12 

Percentage  of  "Other*  Categorically  Needy-No  Cash  and  Medically  Needy 
Recipients  and  Expenditures  by  Limited  Child  Coverage  States  -  1982 

%  "Other"  %  "Other" 

Limited  Child  Coverage  States  Recipients  Expenditures 


ARKANSAS 

6.5% 

0.2% 

COLORADO 

3.2% 

3.2% 

DELAWARE 

5.7% 

1.7% 

FLORIDA 

* 

* 

ILLINOIS 

0.7% 

0% 

INDIANA 

* 

* 

KANSAS 

1.4% 

3.4% 

MISSISSIPPI 

0.3% 

0.1% 

NORTH  CAROLINA 

1.4% 

3.5% 

NEBRASKA 

3.9% 

2.9% 

NEW  HAMPSHIRE 

0.5% 

0.1% 

NEW  MEXICO 

1.8% 

1.1% 

OHIO 

* 

* 

RHODE  ISLAND 

1.5% 

0.4% 

SOUTH  CAROLINA 

0.1% 

0.1% 

SOUTH  DAKOTA 

4.2% 

1.0% 

TEXAS 

0.4% 

0.1% 

VIRGINIA 

1.7% 

1.0% 

WASHINGTON 

* 

* 

WEST  VIRGINIA 

* 

* 

WYOMING 

0.2% 

0% 

AVERAGE  LIMITED  CHILD  COVERAGE  STATE**  2.1%  1.2% 
ALL  LIMITED  CHILD  COVERAGE  STATES**  1.3%  1.1% 

*  These  states  were  excluded  from  analysis  because  they  did  not  report  any 
recipients  in  the  "other"  group  on  the  2082  form.     Although  it  is  possible 
they  did  not  have  any  recipients  or  expenditures  for  "other"  cases,  it 
seems  more  likely  that  they  do  not  keep  up  with  this  type  recipient  in 
their  reporting  system. 

**  Two  calculations  of  averages  were  done  for  the  limited  child  coverage 
states.     The  first  average  uses  the  sum  of  all  the  state  percentages 
divided  by  the  number  of  states.     The  second  uses  the  total  number  of 
"other"  recipients  or  expenditures  in  limited  child  coverage  states  and 
divides  by  the  total  number  of  Medicaid  recipients  or  expenditure  in  these 
states.     The  first  average  weights  all  states  alike,  while  the  second 
average  is  weighted  by  the  size  of  each  state's  Medicaid  recipient 
population. 

Source:     21)82  data,  1982. 
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administrative  practices  may  also  serve  to  deter  participation.  As 
long  as  participation  remains  low,  it  seems  as  though  this 
eligibility  option  is  not  a  very  expensive  one  for  States.  However, 
it  should  be  noted  that  a  couple  of  the  large  States  report  the 
"other"  groups  to  be  a  considerably  greater  proportion  of  their 
Medicaid  recipient  caseloads.     For  example,  "other"  recipients  make 
up  10.0%  of  New  York's  Medicaid  population  and  6.9%  of  California's 
population.     Interestingly,  in  these  States,   "other"  expenditures 
are  proportionately  much  smaller,  thus  making  the  "other"  recipient 
per  capita  costs  look  a  lot  more  like  AFDC  children. 

AFDC-U  Families 

Unfortunately,  no  Medicaid  data  were  available  which  identified 
either  the  number  of  AFDC-U  Medicaid  recipients  or  their  cost  for 
the  24  States  electing  to  cover  this  optional  group.     On  the  2082 
reporting  forms,  AFDC-U  children  and  adults  are  merged  with  regular 
AFDC  cases.     Thus,  this  group  really  is  non-identifiable  in 
aggregate  Medicaid  data.22 

AFDC  program  data  are  a  source  for  determining  at  least  the 
size  of  the  AFDC-U  cash  assistance  enrollee  population  for  State 
Medicaid  programs.     State  welfare  programs  separate  regular  AFDC 
from  AFDC-U  cases  in  their  Federal  reports  to  OFA/SSA.     The  most 
recently  available  OFA/SSA  data  (September  1981)  indicate  that 
AFDC-U  recipients  were  just  over  8%  of  AFDC  cash  recipients  for  the 
average  AFDC-U  State.    Once  again,  the  range  in  State  experience  was 
substantial.     In  Michigan,  AFDC-U  recipients  were  almost  18%  of  AFDC 
cash  recipients  compared  to  the  District  of  Columbia,  where  they 
were  only  1.5%  of  the  AFDC  caseload.     Nevertheless,  in  over  half  of 
the  AFDC-U  States,  AFDC-U  recipients  were  at  least  6.5%  of  the 
overall  AFDC  caseload.23 

3.2.4    Payment  and  Income  Levels 

Probably  the  most  frequent  area  of  eligibility-related 
decisionmaking  by  States  involves  increases  in  the  payment  and 
income  levels  for  the  AFDC,  SSI  and  Medically  Needy  programs.  The 
Federal  SSI  level  is  indexed  annually,  and  many  States  also  provide 
annual  adjustments  to  their  AFDC  and  SSI  supplementation  levels,  as 
well  as  their  Medically  Needy  levels.     Several  simulation  models 
have  been  developed  to  project  the  impact  of  payment  level  changes 
on  AFDC  and  SSI  enrollment  and  costs.     Yet,  little  analysis  has  been 


ZZMQC  data  and  Tape-to-Tape  data  could  potentially  be  used  to 
look  at  this  group,  although  it  was  not  possible  to  do  so  for  this 
project. 

2  1 

Quarterly  Public  Assistance  Statistics,  Social  Security 
Adminstration,  DHHS,  July-September  1981,  Table  5,  p.  6. 
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done  as  to  what  impact  these  changes  have  on  State  Medicaid 
programs.     For  example,  how  many  new  Medicaid  recipients  should  a 
State  expect  if  it  raises  its  AFDC  level  by  $25  monthly?    And  will 
the  new  recipients  use  Medicaid  benefits  at  about  the  same  annual 
rate  as  current  recipients?    Unfortunately,  currently  available  data 
do  not  permit  the  kinds  of  analysis  necessary  to  answer  these 
questions.     No  data  set  has  yet  provided  information  on  differences 
in  Medicaid  utilization  by  AFDC  and  SSI  payment  levels  and  new  vs. 
current  recipients. 

The  only  analysis  possible  with  existing  Medicaid  data  is  a 
crude  measure  of  the  extent  to  which  State  Medicaid  programs  are 
covering  poor  people  in  a  State.     2082  recipient  statistics  and 
census  data  on  persons  living  below  the  poverty  level  (matched  to 
the  extent  possible  by  category),  indicate  that  higher  income  level 
States  did  enroll  proportionately  more  Medicaid  recipients  in  1982, 
compared  to  the  size  of  the  State's  poverty  population.  These 
results  are  shown  in  Exhibits  3-13  and  3-14.     For  example,  States 
that  supplement  SSI  had  Medicaid  aged  cash  recipient  populations 
averaging  50.4%  of  the  State  aged  poverty  population,  compared  to 
40.3%  for  States  not  choosing  to  supplement  SSI  income  levels. 
Similarly,  the  top  10%  of  States  according  to  their  AFDC  income 
levels  covered  an  average  of  116.4%  of  the  State's  poor  children, 
compared  to  only  37.8%  for  the  bottom  10%. 24 

These  findings  are  fairly  predictable.    One  would  expect  higher 
income  levels  to  result  in  a  proportionately  greater  number  of 
Medicaid  recipients  relative  to  the  number  of  poor. 

3.3    An  Eligibility  Classification  Scheme  for  States 

The  previous  sections  have  shown  that  different  individual 
eligibility  policy  decisions  appear  to  have  an  impact  on  State 
Medicaid  enrollment  and  expenditures.     However,  it  can  be 
overwhelming  and  somewhat  distorting  to  look  only  at  the  many 
individual  components  of  State  eligibility  policies.     Such  a 
piecemeal  focus  makes  it  difficult  to  understand  how  States  compare 
to  each  other  overall  with  regard  to  eligibility. 

Accordingly,  it  seemed  worthwhile  to  investigate  in  a  broader 
fashion  whether  or  not  differences  among  States  in  terms  of  program 
enrollment  and  cost  appear  correlated  with  overall  eligibility 
policies.     To  test  this  hypothesis,  USR&E  developed  a  six-tiered 
classification  scheme  which  groups  States  according  to  the 


^^However,  a  test  of  rank  order  correlation  did  not  show  a 
positive  correlation  for  the  aged  (Exhibit  3-13).     For  children 
(Exhibit  3-14),  a  fairly  strong  positive  correlation  was  found  to 
exist  between  the  size  of  AFDC  payment  levels  and  the  number  of  AFDC 
children  relative  to  the  number  of  children  living  below  the  poverty 
level  for  States. 
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Exhibit  3-13 

Comparison  of  Medicaid  Recipient  Statistics  for  the  Aged 
to  Poverty  Level  Data  by  State 

Ratio  of  Number  of  Aged  Cash 
Assistance  Medicaid  Recipients  (1982) 
States  (in  Descending  Order  to  Number  of  Persons  over  Age  65 

by  Aged  Cash  Payment  Level)  Living  Below  Poverty  Level  (1979)** 


CALIFORNIA 

1.95 

COLORADO 

0.97 

ARKANSAS 

1.78 

MASSACHUSETTS 

0.99 

WISCONSIN 

0.44 

OKLAHOMA 

0.  56 

NEBRASKA 

0.19 

CONNECTICUT 

0.17 

NEVADA 

0.52 

RHODE  ISLAND 

0.33 

NEW  YORK 

0.79 

ILLINOIS 

0.20 

VERMONT 

0.50 

PENNSYLVANIA 

0.31 

IDAHO 

0.12 

MINNESOTAN 

0.18 

WYOMING 

0.24 

MICHIGAN 

0.33 

WASHINGTON 

0.33 

DISTRICT  OF  COLUMBIA 

0.  54 

HAWAII 

0.63 

UTAH 

0.19 

NEW  JERSEY 

0.40 

NEW  HAMPSHIRE 

0.15 

SOUTH  DAKOTA 

0.23 

MAINE 

0.46 

OREGON 

0.15 

ALABAMA* 

0.63 

ARKANSAS* 

0.48 

DELAWARE* 

0.40 

FLORIDA* 

0.40 

GEORGIA* 

0.  55 

INDIANA* 

0.14 

IOWA* 

0.25 

KANSAS* 

0.21 

KENTUCKY* 

0.48 

LOUISIANA* 

0.67 

MARYLAND* 

0.36 

MISSISSIPPI* 

0.54 

MISSOURI* 

0.29 

MONTANA* 

0.  22 

NNEW  MEXICO* 

0.  40 

NORTH  CAROLINA* 

0.34 

NORTH  DAKOTA* 

0.22 

OHIO* 

0.22 

SOUTH  CAROLINA* 

0.46 

TENNESSEE* 

0.48 

TEXAS* 

0.60 

VIRGINIA* 

0.44 

WEST  VIRGINIA* 

0.41 

*  States  that  did  not  supplement  Federal  minimum  for  SSI. 

**Census  data  on  aged  poverty  rates  are  for  1979  and  have  not  been 
adjusted  to  include  an  estimate  of  those  receiving  Medicaid  who 
were  not  poor. 

Source:    SSI  Aged  Payment  Levels:  La  Jolla  Management  Corporation, 
Analysis  of  State  Medicaid  Program  Characteristics,  1982; 
Aged  Poverty  Rates:  Summary  Characteristics  for  Government 
Units  and  SMSAs,  1980  Census  of  Population  and  Housing, 
U.S.  Dept.  of  Commerce,  Bureau  of  the  Census. 
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Exhibit  3-14 

Comparison  of  Medicaid  Recipient  Statistics  for  AFDC  Children-Cash 
to  Poverty  Level  Data  by  State 

Ratio  of  Number  of  AFDC  Children-Cash 
Assistance  Medicaid  Recipients  (1982) 
States   (in  Descending  Order                   to  Number  of  Children  Living  Below 
oy  AfDC  Cash  Payment  Level)   Poverty  Level  (1979)* 


ARKANSAS 

0.81 

VERMONT 

0.97 

CALIFORNIA 

1.25 

HAWAII 

1.43 

WISCONSIN 

1.36 

RHODE  ISLAND 

1.36 

MINNESOTA 

0.93 

NEW  YORK 

1.10 

CONNECTICUT 

0.99 

WASHINGTON 

0.89 

MICHIGAN 

1.75 

MASSACHUSETTS 

1.36 

IOWA 

0.80 

NEW  HAMPSHIRE 

0.63 

OREGON 

0.78 

NEBRASKA 

0.58 

SOUTH  DAKOTA 

0.32 

WYOMING 

0.52 

UTAH 

0.41 

NEW  JERSEY 

1.15 

KANSAS 

0.95 

NORTH  DAKOTA 

0.38 

PENNSYLVANIA 

1.08 

ILLINOIS 

1.19 

COLORADO 

0.62 

IDAHO 

0.44 

DISTRICT  OF  COLUMBIA 

1.27 

MAINE 

0.92 

INDIANA 

0.50 

OKLAHOMA 

0.67 

OHIO 

1.09 

MARYLAND 

1.02 

VIRGINIA 

0.60 

MISSOURI 

0.  66 

DELAWARE 

0.92 

NEVADA 

0.50 

MONTANA 

0.59 

NEW  MEXICO 

0.45 

MISSISSIPPI 

0.51 

NORTH  CAROLINA 

0.45 

WEST  VIRGINIA 

0.66 

KENTUCKY 

0.50 

GEORGIA 

0.49 

FLORIDA 

0.  47 

ARKANSAS 

0.37 

LOUISIANA 

0.24 

TEXAS 

0.29 

SOUTH  CAROLINA 

0.49 

TENNESSEE 

0.48 

ALABAMA 

0.40 

*  Census  data  on  children  poverty  rates  are  for  1979  and  have  not 
been  adjusted  to  include  an  estimate  of  those  receiving  Medicaid 
who  were  not  poor. 

Source:     AFDC  Payment  Levels:  La  Jolla  Management  Corporation, 

Analysis  of  State  Medicaid  Program  Characteristics,  1982; 
Children  Poverty  Rates:  Summary  Characteristics  for 
Government  Units  and  SMSAs,   1980  Census  of  Population  and 
Housing,   U.S.   Dept.  of  Commerce,  Bureau  of  the  Census. 
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comprehensiveness  of  their  Medicaid  eligibility  provisions. 
Comprehensiveness  was  judged  by  looking  cumulatively  at  State 
decisions  in  the  four  key  areas  of  eligibility  policy  discussed  in 
Sections  3.1  and  3.2.     Since  the  four  policy  areas  are  not  felt  to 
be  of  equal  importance,  an  ordering  was  imposed.     First,  the 
classification  scheme  considered  whether  or  not  a  State  had  a 
Medically  Needy  program.     Since  a  Medically  Needy  program 
hypothetically  removes  all  income  barriers  to  Medicaid  eligibility, 
it  was  felt  to  be  the  most  important  determinant  to  the 
comprehensiveness  of  a  State's  eligibility  provisions.     Second,  the 
income  levels  (SSI  and  AFDC  plus  medically  needy  where  appropriate) 
used  by  a  State  were  reviewed,  to  determine  whether  they  were  above 
or  below  the  median  State  level  for  each  program.     This  step  assumes 
that  States  with  all  income  levels  above  the  median  are  more 
comprehensive.     Third,  for  medically  needy  States,  a  determination 
was  made  as  to  whether  or  not  each  State  had  elected  the  most 
"liberal"  of  the  other  eligibility  options,  i.e.,  did  the  State 
automatically  enroll  SSI  recipients  in  Medicaid  and  did  the  State 
include  both  the  AFDC-U  and  MA-21  optional  groups  in  its  coverage. 
Exhibit  3-15  depicts  the  decision  tree  for  placing  States  in  the 
classification  scheme. 

The  6  resulting  tiers  are  constituted  as  follows: 

Tier  1        -    California,  Massachusetts,  Michigan,  New  York, 
(7  States)  Pennsylvania,  Vermont,  and  Wisconsin. 


Tier  2  -  Connecticut,  Hawaii,  Illinois,  Kansas,  Nebraska, 
(8  States)  Rhode  Island,  Utah  and  Washington 


Tier  3  -  District  of  Columbia,  Kentucky,  Maryland,  and 
( 4  States)  Maine 


Tier  4      -      Arkansas,  Louisiana,  Minnesota,  Montana,  New 
(11  States)        Hampshire,  North  Carolina*  North  Dakota, 

Oklahoma,  Tennessee,  Virginia  and  West  Virginia 


Tier  5  -  Alaska,  Colorado,  Iowa,  New  Jersey,  Oregon,  South 
(7  States)  Dakota  and  Wyoming 


Tier  6      -      Alabama,  Delaware,  Florida,  Georgia,  Idaho, 
(13  States)        Indiana,  Mississippi,  Missouri,  New  Mexico, 
Nevada,  Ohio,  South  Carolina  and  Texas. 
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With  this  scheme,  Tier  1  States  are  hypothesized  to  be  the  most 
comprehensive  or  liberal  in  their  eligibility  policies.     Thus,  one 
would  expect  Tier  1  States  to  have  the  greatest  "capture"  rate  in 
terms  of  the  proportion  of  Medicaid  recipients  relative  to  the 
States'  poor  population.     The  other  tiers  are  hypothesized  to  be 
increasingly  less  comprehensive  with  Tier  6  having  the  most 
restrictive  eligibility  policies. 

Exhibit  3-16  presents  data  that  generally  confirm  this 
hypothesis.    Although  Tier  1  States  had  only  30%  of  the  nation's 
poor  (as  measured  by  the  poverty  level  in  197925) ,  they  accounted 
for  almost  half  of  all  Medicaid  recipients  in  1982.     At  the  other 
extreme,  Tier  6  States  had  32%  of  the  U.S.  population  living  below 
the  poverty  level,  but  they  were  responsible  for  only  21%  of  all 
Medicaid  recipients.     The  classification  scheme  is  much  weaker  for 
the  intervening  tiers.     A  gradual  decline  occurs  in  the  number  of 
Medicaid  recipients  relative  to  the  poor  population  in  Tiers  2 
through  4.     Only  Tier  5  breaks  the  pattern.     Tier  5  States  in  1982 
had  6%  of  Medicaid  recipients  and  about  6%  of  the  U.S.  poor,  whereas 
Tier  4  States  had  only  12%  of  Medicaid  recipients  but  17%  of  the 
poor.     This  would  suggest  that  higher  income  levels  are  a  more 
powerful  determinant  of  the  size  of  the  Medicaid  recipient 
population  than  the  presence  of  a  medically  needy  program  with  low 
income  levels  and  limited  or  no  key  optional  groups. 

Thus,  in  the  more  liberal  States  with  regard  to  eligibility 
policies,  the  States  are  more  likely  to  have  a  Medicaid  recipient 
population  greater  than  or  equal  to  the  size  of  the  State's  poor 
population.     The  most  restrictive  States,  on  the  other  hand,  have 
larger  poverty  populations  than  their  Medicaid  recipient 
populations.     It  should  be  recognized  that  there  cannot  be  an  exact 
match  between  Medicaid  recipients  and  the  poor  in  a  State  since 
Medicaid  categorical  requirements  exclude  many  of  the  poor  from 
Medicaid  eligibility,  even  in  the  most  liberal  States  (for  example, 
single  non-disabled  adults  generally  cannot  qualify  for  Medicaid  in 
any  State) .    The  comparison  with  the  poverty  population  is  used  as  a 
proxy  measure  to  estimate  the  number  of  poor  people  in  a  State  who 
might  potentially  need  publicly  financed  health  care  services. 

Exhibit  3-17  shows  that  even  though  the  "capture"  rate  varied 
among  the  tiers  in  a  somewhat  predictable  manner,  the  per  capita 
expenditures  did  not  follow  any  logical  pattern.     Tier  1  and  Tier  5 


"Unf ortunately ,  the  most  recently  available  State  level 
poverty  data  are  for  1979.     Since  the  size  of  the  poverty  population 
has  been  increasing  in  the  early  1980s,  it  would  be  a  much  better 
test  of  the  classification  scheme  if  1982  poverty  data  were 
available. 
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Exhibit  3-16 


Distribution  of  Overall  Medicaid  Recipients  and  U.S.  Poverty 
Population  by  Eligibility  Classification  Scheme 


%  of  Overall  U.S. 
Medicaid  Recipient 
Population  -  1982 


%  of  Overall  U.S. 
Population  Living  Below 
Poverty  Level  -  1979* 


Tier  1 


46.9% 


29.5% 


Tier  2 


9.  9% 


9.  5% 


Tier  3 


4.5% 


4.7% 


Tier  4 


12.2% 


17.1% 


Tier  5 


5.9% 


6.3% 


Tier  6 


20.5% 


31.7% 


*  Does  not  sum  to  100%  because  Arizona  not  included. 


Source:     2082  Data,   1982;     Statistical  Abstract  of  U.S.  1982-1983, 
Table  732,  p.  443. 
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Exhibit  3-17 


Per  Capita  Medicaid  Expenditures  by  Cash  Assistance  Status  and  by  Eligibility 

Classification  Scheme 


Catgorically 
Needy-Cash 


Categorically 
Needy- 
No  Cash 


Medically 
Needy 


Categorically 
Needy- 
No  Cash  and 
Medically  Needy 


Tier  1  Average  State*  $1,037 

Average  All  States*  $1,044 


*  * 

$2,340 


$3, 706 
$3,214 


$3, 610 
$3,053 


Tier  2  Average  State*  $949 

Average  All  States*  3924 


*  * 
$3,143 


$2,909 
$3,297 


$3,312 
$3,255 


Tier  3  Average  State*  $986 

Average  All  States*  $894 


$2,304 


$1,885 
$2,000 


$2,234 
$2,061 


Tier  4  Average  State*  $916 

Average  All  States*  $958 


$3,846 
$4, 165 


$2, 397 
$3,093 


$3,407 
$3,547 


Tier  5  Average  State*  $1,058 

Average  All  States*  $963 


$4, 366 
$3,270 


Tier  6  Average  State*  3888 

Average  All  States*  $891 


$3,431 
$3,284 


*  Two  calculations  of  averages  were  done.     The  first  average  uses  the  sum  of  all  the 
state  per  capitas  in  each  grouping  divided  by  the  number  of  states.     The  second 
average  uses  the  total  amount  of  Medicaid  expenditures  for  states  in  each  grouping 
divided  by  the  total  number  of  Medicaid  recipients.     The  first  average  weights  all 
states  alike,  while  the  second  average  is  weighted  by  the  size  of  each  state's 
Medicaid  program. 

**  Some  states  did  not  report  completely  for  all  the  categorically  needy/no  cash 

groups.     Average  state  calculations  were  not  done  for  tiers  in  which  this  occurred, 


Source:     2082  Data,  1982. 
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States  spent  the  most  per  capita  for  cash  assistance  recipients,  but 
there  was  not  a  wide  disparity  with  the  other  tiers.    More  variation 
occurred  with  the  non-cash  groups.     For  non-cash  recipients,  Tiers 
1,   2,   4,  and  6  were  fairly  close  to  each  other,  but  Tiers  3  and  5 
broke  the  pattern.     The  per  capita  costs  for  the  categorically 
needy/no  cash  and  the  medically  needy  in  the  average  Tier  3  State 
were  considerably  less  than  the  costs  of  States  in  the  other  tiers, 
while  Tier  5  States  were  considerably  higher  on  average.     There  is 
no  obvious  explanation  for  this  difference. 

3. 4    Analysis  of  Person-Based  Eligibility  Data  for 
Michigan  and  New  York 

The  Tape-to-Tape  data  base  which  will  include  person-based 
enrollment,  utilization  and  cost  data  for  five  States  (New  York, 
Michigan,  California,  Tennessee  and  Georgia)  for  1980,   1981  and  1982 
will  eventually  be  a  major  source  for  eligibility-related  research. 
However,  for  this  short-term  evaluation  effort,  only  initial  results 
were  available  from  the  Tape-to-Tape  project.     "Early  Returns 
Tables"  for  Michigan  and  New  York  in  1980  and  1981  were  completed 
just  before  this  report  went  to  press.    The  Early  Returns  Tables  are 
a  standard  series  of  about  200  cross-tabulations  on  enrollment, 
service  utilization  and  expenditures  to  be  completed  for  each  study 
year  in  each  Tape-to-Tape  State.     Though  extensive  analysis  could 
not  be  undertaken  of  the  Michigan  and  New  York  data  for  this  report 
due  to  time  constraints,  a  quick  review  of  the  data  for  1981 
revealed  several  important  results  with  regard  to  eligibility 
concerns.     These  are  summarized  below. 

The  reader  is  reminded  that  both  Michigan  and  New  York  are  Tier 
1  States  with  regard  to  eligibility  policy.    They  both  have 
medically  needy  programs  and  relatively  high  income  levels  for  both 
cash  assistance  and  the  medically  needy.    They  both  automatically 
enroll  all  SSI  recipients  in  their  Medicaid  programs.     Finally,  they 
both  have  elected  to  cover  AFDC-U  and  "Ribicoff  kids"  for  Medicaid 
eligibility.     The  comprehensiveness  of  the  Medicaid  programs  in  the 
two  States  should  be  kept  in  mind  in  reviewing  the  data. 

Although  the  Michigan  Tape-to-Tape  data  are  fairly  complete, 
there  are  limitations  to  the  New  York  data  which  complicate  the 
analysis  of  the  early  returns  results.     First,  New  York  was  phasing 
in  its  MMIS  system  during  1981;  therefore,  a  few  upstate  counties 
are  not  included  in  the  data  for  the  entire  year.    Second,  claims 
and  enrollee  data  for  some  large  State-operated  facilities  in  New 
York  are  not  included  in  the  1981  data.     Third,  neither  are  personal 
care  services  for  New  York  City  included  in  the  1981  data.  These 
missing  data  do  not  significantly  impact  the  Tape  to  Tape  enrollment 
data  for  New  York,  but  the  expenditure  totals  are  lower  than  they 
should  be.     Thus,  expenditure  data  for  New  York  should  be 
interpreted  with  caution. 
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3.4.1    Enrollee/Recipient  Ratios 


One  shortcoming  of  the  2082  data  base  is  that  it  only  reports 
on  the  number  of  Medicaid  recipients  in  each  State,  i.e.,  those 
Medicaid  enrollees  who  utilized  services  during  the  year.     As  a 
result,  analysts  have  not  known  how  many  persons  are  enrolled  in  the 
Meeicaid  program  nationwide,  nor  have  they  been  able  to  estimate  the 
probability  of  Medicaid  utilization  by  various  eligibility  groups. 
Fortunately,  the  Tape-to-Tape  data  base  includes  data  on  both 
enrollees  and  recipients,  and  thus  can  address  these  questions. 

1981  Tape-to-Tape  results  for  Michigan  and  New  York  show  that 
the  great  majority  of  Medicaid  enrollees  are  also  Medicaid 
recipients.     Overall,   79%  of  New  York  enrollees  and  80%  of  Michigan 
enrollees  utilized  at  least  one  Medicaid  service  during  1981,  as 
shown  in  Exhibit  3-18..26 

These  rates  varied  considerably  by  cash  assistance  status  and 
eligibility  group,  with  some  differences  in  patterns  between  the  two 
States.     In  both  New  York  and  Michigan,  the  aged  had  the  highest 
recipiency  rates  (81%  and  90%),  with  the  medically  needy  aged  higher 
than  the  cash  assistance  aged.    The  recipiency  rates  for  the 
disabled  were  79%  in  New  York  and  90%  in  Michigan.  AFDC-related 
children  had  the  lowest  recipiency  rates  —  79%  in  New  York  and  77% 
in  Michigan.     AFDC-related  adults  had  rates  of  80%  (New  York)  and 
81%  (Michigan).     For  AFDC-related  adults  and  children,  higher 
recipiency  rates  were  reported  for  cash  assistance  enrollees  than 
medically  needy  enrollees. 

3.4.2    Length  of  Enrollment 

A  second  shortcoming  of  the  2082  data  is  that  it  does  not 
include  any  information  on  length  of  enrollment  or  turnover  by 
eligibility  group  and  cash  assistance  status.     Since  the 
Tape-to-Tape  data  base  tracks  enrollment  on  a  monthly  basis  for  all 
enrollees,  it  allows  the  calculation  of  length  of  enrollment 
statistics.     Exhibit  3-19  presents  in  the  first  column  a 
distribution  of  enrollees  (persons  ever  enrolled)  in  both  States  by 
cash  assistance  States  and  eligibility  groups.     Then  in  the  second 
column  it  shows  the  distribution  by  person-years  of  enrollment. 
Person-years  of  enrollment  is  a  new  enrollment  measure  developed  in 
the  Tape-to-Tape  project  to  depict  the  effect  of  length  of 
enrollment  differences  among  groups  and  thus  to  reflect  the  actual 


ZDIn  this  example,  as  in  others  to  follow,  the  reader  should 
keep  in  mind  that  New  York's  data  may  be  affected  by  the  fact  that 
the  MMIS  was  not  fully  implemented  throughout  the  State  in  1982. 
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Exhibit  3-18 

Percent  of  Enrollees  Receiving  Services;  New  York  and  Michigan,  1981 


Recipients  as  a  percent  of  enrollees 

 Eligibility  Group  

SSI  AFDC 


Total  Aged  Disabled        Children  Adults 


Cash  Assistance  Status 

NY 

MI  NY 

MI 

NY 

MI 

NY 

MI 

NY 

MI 

Categorically  Needy/ 
Receiving  Cash 

81. 

3%  80.0%  77.6% 

86.2% 

80.5% 

88.6% 

81.  2% 

77.  3% 

83.6% 

82.4% 

Medically  Needy 

72. 

1     85.4  84.8 

92.2 

79.1 

92.3 

58.8 

64.1 

60.8 

69.4 

Total  Medicaid 

78. 

5  80.1  81.1 

89.6 

78.9 

89.7 

78.9 

76.6 

80.4 

81.3 

Source:     Table  E-l-A-1,  Tape-to-Tape  Early  Returns  Data,   New  York  and  Michigan,  1981. 
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Exhibit  3-19 
Michigan  and  New  York  Medicaid,  1981 

Percent  Distribution  of  Persons  Ever  Enrolled  and  Person-Years  of  Enrollment 
by  Cash  Assistance  Status  and  Eligibility  Group 


Persons  Ever  Enrolled      Person-Years  of  Enrollment 


NY 


MI 


NY 


MI 


Categorically  Needy/ 
Receiving  Cash 
Aged 

Di  sabled 
AFDC  Child 
AFDC  Adult 


77.3% 

7.6 
10.9 
40.4 
18.  2 


86.9% 
3.1 
6.2 
51.0 
26.4 


81.9% 

8.5 
12.6 
42.2 
18  .4 


89.1% 
3.7 
7.6 
51.  2 
26.5 


Medically  Needy 
Aged 

Disabled 
AFDC  Child 
AFDC  Adult 


19.3 
7.2 
2.3 
4.6 
3.0 


9.5 
4.2 
2.5 
1.0 
0.9 


15.1 
6.5 
1.9 
3.1 
1.9 


8.2 
4.0 
2.4 
0.7 
0.6 


Total  Medicaid 
Aged 

Di  sabled 
AFDC  Child 
AFDC  Adult 


100.0 
14.9 
13.2 
45.0 
21.2 


100.0 
7.5 
9.0 
53.8 
28.7 


100.0 
15.0 
14.5 
45.3 
20.3 


100.0 
8.0 
10.3 
53.0 
28.0 


n=2,047,956     n=l,164,763     n=l, 493,524  n=899,138 


Source:     Tables  E-l-A-1  and  E-2-A-1,  Tape-to-Tape  Early  Returns  Data,  New  York  and 
Michigan,  1981. 
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exposure  of  the  population  at  risk.     The  person-year  measure  is 
calculated  by  summing  actual  days  of  enrollment  for  all  individuals 
in  each  eligibility  group  and  then  dividing  the  sum  by  365  to 
compute  person-years  of  enrollment.    Whereas  the  number  of  enrollees 
(persons  ever  enrolled)  counts  each  person  equally,  whether  enrolled 
for  only  a  few  days  or  the  entire  year,  person-years  of  enrollment 
weights  the  enrollee  count  by  length  of  enrollment  or  turnover. 

The  person-year  of  enrollment  data  in  Exhibit  3-19  show  that 
the  medically  needy  in  both  States  had  more  turnover  than  the 
categorically  needy/receiving  cash.     In  New  York,  the  medically 
needy  were  19.3%  of  enrollees,  but  only  15.1%  of  person-years  of 
enrollment.     In  Michigan,  they  were  9.5%  of  enrollees,  but  only  8.2% 
of  person-years  of  enrollment.     Among  the  eligibility  groups,  the 
disabled  and  the  aged  showed  considerably  less  turnover  than  the 
AFDC-related  enrollees.     These  differences  are  not  surprising; 
nevertheless,   it  is  useful  to  have  them  documented. 

Another  way  of  looking  at  these  data  is  to  calculate  mean 
length  of  enrollment  figures  for  each  group  for  1981. 2^  The 
results  are  shown  in  Exhibit  3-20  for  Michigan  and  New  York.  Since 
not  all  counties  were  in  New  York's  MMIS  for  all  of  1981,  the 
calculations  for  New  York  are  subject  to  error. 

The  Michigan  data  show  that  overall  Medicaid  enrollees  averaged 
about  9.3  months  of  enrollment  throughout  the  year.     The  overall 
average  in  New  York  was  8.8  months.     In  both  States,  the  disabled 
had  the  longest  enrollment  duration — 10.6  months  in  Michigan  and  9.7 
months  in  New  York;  the  aged  followed  at  second.     Probably  the  major 
reason  that  the  average  for  the  aged  is  lower  than  that  of  the 
disabled  is  the  higher  mortality  rate  among  the  aged.  Both 
AFDC-related  children  and  adults  averaged  about  9  months  length  of 
enrollment  for  1981  in  Michigan  with  8.4  months  for  children  and  8.8 
months  for  adults  in  New  York.    With  regard  to  cash  assistance 
status,  the  categorically  needy/cash  enrollees  showed  longer 
enrollment  than  the  medically  needy  in  Michigan.     They  averaged  9.5 
months  enrollment,  compared  to  8.1  months  for  the  medically  needy. 
In  New  York,  the  difference  was  even  greater.     Cash  enrollees 
averaged  9.3  months,  compared  to  6.9  months  for  the  medically  needy. 

3.4.3    Expenditure  and  Utilization  Patterns 

Because  the  2082  data  do  not  contain  enrollee  counts  or 
information  on  the  length  of  enrollment  by  eligibility  group,  they 


1  'To  calculate  the  mean  length  of  enrollment  for  the  year,  the 
total  person  years  of  enrollment  are  divided  by  the  total  number  of 
enrollees,  then  the  resulting  percentage  is  multipled  by  12  (months). 
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Exhibit  3-20 


Mean  Length  of  Enrollment  by  Cash  Assistance  Status  and  Eligibility 
Group:    Michigan  and  New  York/  1981 


Cash  Assistance  Status/ 
Eligibility  Group  


Mean  Length  of  Enrollment 
in  1981  (months) 


Categorically  Needy/Receiving  Cash 


NY 
9.3 


MI 
9.5 


Aged 
Disabled 
AFDC  Child 
AFDC  Adult 


9.7 
10.1 
9.2 
8.8 


11.1 
11.3 
9.3 
9.3 


Medically  Needy 


6.9 


8.1 


Aged 

Di  sabled 
AFDC  Child 
AFDC  Adult 


7.9 
7.3 
5.9 
5.6 


8.9 
8.9 
6.0 
5.7 


Total  Medicaid 


8.8 


9.3 


Aged 
Disabled 
AFDC  Child 
AFDC  Adult 


8.8 
9.7 
8.8 
8.4 


9.8 
10.6 
9.1 
9.0 


Source:     Tables  E-l-A-1  and  E-2-A-1,  Tape-to-Tape  Early  Returns  Data, 
New  York  and  Michigan,  1981. 
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can  only  be  used  to  calculate  annual  recipient  per  capita 
expenditure  statistics.     The  richness  of  the  Tape-to-Tape  data  allow 
analysts  to  look  at  per  capita  expenditures  in  several  alternative 
ways.     These  alternative  measures  of  per  capita  costs  can  be  used  to 
support  much  more  precise  estimates  of  the  cost  impacts  of  Medicaid 
eligibility  changes. 

Exhibit  3-21  shows  three  different  per  capita  expenditure 
calculations.     In  the  first  column,  Exhibit  3-21  shows  for  each 
State  in  1981  the  cost  per  recipient  by  cash  assistance  status  and 
eligibility  group.     This  is  the  same  measure  that  can  be  calculated 
from  2082  data.     Column  2  shows  the  per  capita  cost  per  enrollee. 
These  statistics  are  not  weighted  by  the  different  recipiency  rates 
by  group.    Finally/  the  third  column  shows  the  average  cost  per 
person  year  of  enrollment.     This  measure  factors  in  differences 
among  groups  in  length  of  enrollment. 

Using  Michigan's  AFDC-related  medically  needy  adults  as  an 
example,  the  per  recipient  cost  in  1981  was  $1172  annually.  Since 
31%  of  enrollees  in  this  group  did  not  use  any  Medicaid  services 
during  the  year,  the  per  enrollee  annual  cost  was  substantially  less 
—  $813.    However,  most  medically  needy  AFDC  adults  were  only  on  the 
program  an  average  of  5.7  months  in  1981.     Thus,  the  full  year  cost 
of  having  a  medically  needy  AFDC  enrollee  on  Michigan's  program  in 
1981  was  $1718,  over  double  the  size  of  the  per  enrollee  cost. 

For  New  York,  dramatic  differences  can  be  seen  with  the  aged 
medically  needy.     The  per  capita  cost  of  an  aged  medically  needy 
recipient  was  $8900  in  1981.     The  $7545  cost  per  enrollee  was  less 
because  only  85%  of  this  group  were  service  recipients  during  1981. 
Since  the  aged  medically  only  average  7.9  months  of  enrollment 
during  the  year,  the  full  year  cost  of  having  a  medically  needy  aged 
person  in  the  program  in  1981  was  $11,475. 

The  Tape-to-Tape  data  also  allow  a  fine-tuned  analysis  of 
differences  in  utilization  patterns  among  the  eligibility  groups. 
Exhibits  3-22  and  3-23  depict  some  of  the  utilization  data  for 
Michigan  which  are  generated  in  the  Early  Returns  Tables.  These 
utilization  data  can  be  used  to  estimate  the  impacts  of  service 
policy  changes  for  the  various  eligibility  groups. 

Exhibit  3-22  shows  that  medically  needy  enrollees  had  the 
highest  service  recipiency  rates  for  inpatient  hospital,  long-term 
care  and  drug  services,  while  cash  enrollees  were  more  likely  to 
have  used  ambulatory  care  and  dental  services.  Most  of  the  long-term 
care  utilization  occurred  among  the  medically  needy,  while  there  was 
more  even  distribution  of  recipiency  rates  between  the  categorically 
and  medically  needy  for  other  services. 
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Exhibit  3-21 

Expenditures  Per  Recipient,  Per  Enrollee,  and  Per  Person-Year  of 


Enrollment:    Michigan  and  New  York,  1981 


Per  Per  Per  Person  Year 
Recipient  Enrollee  of  Enrollment 


MI 

NY 

MI 

NY 

MI 

NY 

Categorically  Needy/ 

Receiving  Cash 

$840 

$1035 

$672 

$715 

$849 

$1088 

Aged 

1305 

1939 

1125 

1504 

1218 

1856 

Disabled 

3177 

2748 

2640 

2219 

2801 

2618 

AFDC  Child 

411 

468 

317 

379 

410 

498 

AFDC  Adult 

985 

914 

837 

764 

1082 

1038 

Medically  Needy 

3689 

5144 

3152 

3707 

4682 

6478 

Aged 

4392 

8900 

4048 

7545 

5466 

11475 

Disabled 

4782 

6665 

4413 

5273 

5947 

8625 

AFDC  Child 

456 

768 

292 

452 

586 

922 

AFDC  Adult 

1172 

1025 

813 

623 

1718 

1343 

Total  Medicaid 

1128 

1752 

904 

1376 

1171 

1887 

Aged 

3072 

5478 

2754 

4441 

3357 

6034 

Disabled 

3474 

3413 

3116 

2738 

3526 

3405 

AFDC  Child 

409 

491 

313 

387 

412 

527 

AFDC  Adult 

1012 

926 

823 

744 

1096 

1067 

Source:     Tables  E-l-A-1,  X-4-G-1,  X-5-G-1,  Tape-to-Tape  Early  Returns 
Data,  Michigan  and  New  York,  1981. 


109 


Exhibit  3-22 

Percent  of  Enrollees  Using  Service  by  Type  of  Service*: 


Michigan  Medicaid,  1981 


Ambulatory    Inpatient  Long-Term 

Care  Hospital  Care  Drugs  Dental 


Categorically  Needy/ 


Receiving  Cash 

77.3% 

13.0% 

1.6% 

68.7% 

22.  9* 

Aged 

70.7 

23.5 

9.9 

80.5 

5.5 

Di  sabled 

81.1 

21.1 

9.7 

79.3 

12.1 

AFDC  Child 

74.1 

7.1 

0.3 

60.5 

29.0 

AFDC  Adult 

82.0 

20.5 

0.6 

79.7 

16.6 

Medically  Needy 

67.2 

19.2 

41.0 

79.0 

9.6 

Aged 

57.9 

14.8 

69.9 

87.4 

3.8 

Disabled 

82.7 

29.3 

23.6 

82.7 

9.7 

AFDC  Child 

64.3 

7.8 

0.8 

48.  9 

24.1 

AFDC  Adult 

67.0 

25.2 

4.8 

62.8 

10.0 

Total  Medicaid 

76.1 

13.5 

4.9 

69.3 

21.6 

Aged 

64.4 

19.2 

40.1 

84.1 

4.7 

Di  sabled 

81.  6 

23.1 

12.8 

80.2 

11.5 

AFDC  Child 

74.3 

7.1 

0.3 

60.1 

28.9 

AFDC  Adult 

81.1 

20.5 

0.6 

78.8 

16.3 

Source:    Tables  E-2-A-1 

and  E 

-3-G-4,  S-4-H-1, 

S-6-H-4, 

Tape-to- 

-Tape 

Early  Returns 

Data, 

Michigan,  1981. 

*Calculated  using  person  years  of  enrollment 


110 


Exhibit  3-23 


Service  Units  Per  Person- Year  of  Enrollment  for  Selected  Services: 

Michigan  Medicaid/  1981 


Ambulatory 
Visits 


Inpatient 

Hospital 

Service 

Days 


Prescribed 
Drugs 


Long-Term 
Care-Days 


Categorically  Needy/ 

Receiving  Cash  5.2 

Aged  4.9 

Disabled  8.2 

AFDC  Child  4.1 

AFDC  Adult  6.6 


1.3 
4.1 
3.8 
0.6 
1.7 


8.9 
26.5 
26.2 

3.5 
11.8 


2.7 
20.0 
18.6 
0.4 
0.1 


Medically  Needy 
Aged 
Disabled 
AFDC  Child 
AFDC  Adult 


6.6 
4.9 
10.7 
4.1 
5.8 


4.7 
3.6 
8.4 
1.2 
4.2 


30.  2 
40.8 
31.5 
3.1 
10.4 


113.3 
198.  7 
56.4 
0.3 
0.4 


Total  Medicaid 
Aged 

Di  sabled 
AFDC  Child 
AFDC  Adult 


5.3 
4.9 
8.8 
4.1 
6.5 


1.6 
3.9 
4.9 
0.6 
1.7 


10.7 
33.9 
27.7 
3.5 
11.7 


11.  9 
110.1 

27.1 
0.4 
0.1 


Source:     Tables  S-5-G-1  and  S-5-H-1,  Tape-to-Tape  Early  Returns  Data, 
Michigan,  1981. 
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A  majority  of  enrollees  in  each  eligibility  group  used 
ambulatory  care  and  drugs  at  least  once  during  the  year.  The 
elderly  and  the  disabled  were  the  major  recipients  of  long-term  care 
(40%  and  13%  of  enrollees,  respectively).    AFDC-related  children 
were  the  major  users  of  dental  services  (29%  of  enrollees).  About 
one-fifth  of  aged,  disabled  and  AFDC-related  adults  received 
inpatient  hospital  services,  compared  to  only  7%  for  AFDC-related 
children. 

Exhibit  3-23  shows  even  more  dramatic  differences  among  the 
eligibility  groups.     It  depicts  for  Michigan  the  average  units  of 
service  used  per  person  year  of  enrollment  for  the  major  types  of 
service.    For  ambulatory  care,  the  data  show  that  the  disabled  used 
by  far  the  most  services  compared  to  other  eligibility  groups.  They 
also  averaged  the  greatest  number  of  inpatient  hospital  days.  The 
aged  and  the  disabled  received  substantially  more  drug  prescriptions 
per  person  year  of  enrollment  than  other  groups.    For  long-term 
care,  the  aged,  as  one  would  expect,  showed  by  far  the  greatest 
service  use.    For  all  services,  the  medically  needy  used  more 
service  units  than  cash  recipients. 

These  utilization  data  help  explain  the  per  capita  cost  data 
presented  earlier.     Exhibit  3-24  depicts  the  service  components  of 
the  per  capita  costs  for  Michigan  for  all  the  eligibility  groups. 

These  utilization  data  for  Michigan  alone  are  not  nationally 
representative.     However,  the  eventual  5  State  Tape-to-Tape  data 
base  will  be  very  useful  in  understanding  the  enormous  differences 
seen  among  eligibility  groups  in  their  experience  with  the  Medicaid 
program. 

3.4.4      High  Cost  Users 

A  final  capability  of  the  Tape-to-Tape  data  base  is  that  it  can 
provide  distributional  data  on  Medicaid  expenditures  for  each 
State.    Although  it  has  long  been  suspected  that  the  use  of 
"average"  expenditure  rates  can  be  a  very  misleading  analytic 
approach  to  understanding  Medicaid  costs,  the  Early  Returns  Data  for 
Michigan  and  New  York  in  1981  on  the  distribution  of  expenditures 
among  Medicaid  recipients  unquestionably  confirm  this  suspicion. 
Exhibits  3-24  and  3-25  present  a  Lorenz  curve  for  each  State  showing 
the  cumulative  distribution  of  expenditures  across  the  recipient 
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Exhibit  3-24 

Distributional  Analysis:    Cumulative  Percent  of  Total  Expenditures  and 


Percent  of  All  Recipients:    Michigan  Medicaid,  1981 


Source:     Figure  D-4-4  Tape-to-Tape  Early  Returns  Data,  Michigan,  1981. 


Exhibit  3-25 


Distributional  Analysis:     Cumulative  Percent  of  Total  Expenditures  and 
Percent  of  All  Recipients:    New  York  Medicaid,  1981 


C 

0) 

a 
x 


c3 
u 

o 
H 


c 

o 


Percent  of  Recipients 


1-    HMO  enrollees  are  excluded  from  this  table. 

2.    EPSDT  screening,  HMO,  capitated  prepaid  foster  care,  Office  of  Mental 

Health  inpatient  care,  New  York  City  personal  and  clinical  psychologist 

care,  and  some  upstate  New  York  counties'  services  are  excluded. 


Source:  Figure  D-4-4,  Tape-to-Tape  Early  Returns  Data,  New  York,  1981, 
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population  for  1981.  °    The  curve  which  represents  the  actual 
distribution  shows  that  expenditures  were  very  unevenly  distributed 
across  the  Medicaid  recipient  population  in  both  States.  As 
illustrated  by  the  dashed  line,  90%  of  recipients  accounted  for  only 
28%  of  expenditures  in  Michigan.     In  other  word,  expenditures  for 
the  top  ten  percent  of  recipients  were  72%  of  total  expenditures  for 
the  State.     For  New  York,  the  top  ten  percent  of  recipients 
accounted  for  75%  of  expenditures  in  1981. 

Exhibit  3-26  compares  the  eligibility  group  distribution  of  the 
high  cost  users  to  the  overall  Medicaid  enrollee  population  in  each 
State  in  1981.     Not  surprisingly,  in  both  States  the  medically  needy 
are  disproportionately  represented  among  the  high  cost  users.  In 
Michigan,  they  were  only  8%  of  all  enrollees,  but  they  accounted  for 
38%  of  the  high  cost  users.     In  New  York,  the  medically  needy  were 
15%  of  enrollees,  but  52%  of  the  high  cost  group.    Among  the  groups, 
in  both  States  the  high  cost  aged  had  the  greatest  disproportion  of 
utilization.     In  Michigan,  they  were  only  8%  of  enrollees,  but  were 
31%  of  the  high  cost  users.     In  New  York,  they  were  15%  of 
enrollees,  but  51%  of  the  high  cost  group.    At  the  other  extreme 
were  AFDC-related  children  in  both  States.     In  Michigan, 
AFDC-related  children  were  53%  of  enrollees,  but  were  only  11%  of 
the  high  cost  population.     In  New  York,  AFDC-related  children  were 
9%  of  the  high  cost  group,  but  45%  of  enrollees. 

Exhibit  3-27  compares  the  per  capita  expenditures  of  the  high 
cost  users  to  the  per  capita  expenditures  of  the  overall  enrollee 
population  for  Michigan.     It  also  breaks  down  expenditures  by  major 
service  type.     It  shows  the  annual  per  capita  expenditures  in  1981 
for  a  high  cost  user  in  Michigan  were  $8864,  compared  to  $1171  for 
all  enrollees.     Thus,  high  cost  users  were  about  7  1/2  times  as 
expensive  as  the  average  enrollee.    The  major  difference  by  type  of 
service  is  that  long  term  care  accounted  for  half  of  the  costs  of 
the  high  cost  group,  whereas  it  was  only  37%  of  costs  for  the 
overall  population. 


2SIn  the  Lorenz  Curve,  recipients  are  ranked  in  ascending 
order  by  their  Medicaid  expenditures.     Individual  observations  are 
combined  to  form  a  cumulative  distribution,  represented  by  the 
curved  segment  below  the  45°  line.    The  cumulative  percent  of 
total  recipients  is  presented  on  the  horizontal  axis  while  the 
cumulative  percent  of  total  expenditures  is  displayed  on  the 
vertical  axis.     The  45°  line  shows  the  hypothetical  distribution 
if  the  expenditure  level  for  all  recipients  were  equal.  For 
example,  were  expenses  evenly  distributed  among  all  recipients,  then 
90%  of  the  recipients  would  account  for  exactly  90%  of  total 
expenditures.     To  the  degree  that  the  curve  bends  away  from  the 
45°  line,  expenditures  are  more  disproportionate. 
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Exhibit  3-26 

Percent  Distribution  of  High  Cost  Recipients  and  Total  Enrollees  by 


Eligibility  Group  and  Cash  Assistance:    Michigan  and  New  York/  1981 


Percent  of  Enrollees* 
High  Cost  Recipients         All  Enrollees 
(Top  10%  of  Expenditures) 


Categorically  Needy/ 
Reveiving  Cash 
Aged 

Disabled 
AFDC  Child 
AFDC  Adult 


MI 


59.7 
3.7 
14.9 
10.7 
30.3 


NY 


47.6 
8.6 

20.6 
7.7 

10.6 


MI 


89.1 
3.7 
7.6 
51.2 
26.5 


NY 


81.9 
8.5 
12.6 
42.2 
18.4 


Medically  Needy 
Aged 
Disabled 
AFDC  Child 
AFDC  Adult 


38.3 
27.0 
9.7 
0.2 
0.6 


51.7 
42.1 
7.2 
0.9 
1.0 


8.2 
4.0 
2.4 
0.7 
0.6 


15.1 
6.5 
1.9 
3.1 
1.9 


Total  Medicaid 
Aged 

Disabled 
AFDC  Child 
AFDC  Adult 


100.0 
31.1 
25.4 
11.0 
31.6 


100.0 
50.6 
27.8 
8.7 
11.6 


100.0 
8.0 
10.3 
53.0 
28.0 


100.0 
15.0 
14.5 
45.3 
20.3 


♦Calculated  using  person  years. 


Source 


Tables  E-2-A-1  and  E-2-B-12,  Tape-to-Tape  Early  Returns  Data, 
Michigan  and  New  York,  19811. 
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These  distributional  data  are  important  to  remember  in  any 
analysis  of  Medicaid  costs.     It  will  be  interesting  to  see  if  the 
pattern  seen  in  Michigan  and  New  York  hold  true  for  the  other 
Tape-to-Tape  States. 

3.5  Summary 

The  analyses  presented  throughout  this  chapter  have 
substantiated  that  HCFA's  emerging  data  system  holds  considerable 
potential  for  answering  evaluation  questions  posed  by  policymakers 
regarding  Medicaid  eligibility  concerns.    The  Program 
Characteristics  data  provide  for  the  first  time  a  comprehensive 
description  of  State  eligibility  policies.     The  2082  data  allow 
considerable  analysis  of  aggregate  patterns  among  States  in  Medicaid 
enrollment  and  expenditures,  using  the  characteristics  data  to 
control  for  eligibility  differences.     Tape-to-Tape  data  permit  a 
detailed  person-based  review  of  eligibility-related  patterns  in  at 
least  a  few  States.    Similarly,  MQC  data  have  the  potential  for 
person-based  analysis  across  a  majority  of  the  States. 

This  first  attempt  to  utilize  these  data  bases  to  study 
eligibility  evaluation  concerns  has  yielded  results  in  several 
policy  areas  of  interest,  as  summarized  below: 

•  The  Medically  Needy.     2082  data  indicate  that  a  medically 
needy  program  increases  the  size  of  a  State's  recipient 
population  by  about  6%,  assuming  that  most  of  the 
institutionalized  are  already  enrolled  in  Medicaid  as 
categorically  needy,  no-cash  recipients.    Overall,  the  per 
capita  costs  of  medically  needy  recipients  appear  to  be 
about  3  times  as  much  as  cash  assistance  recipients,  or  1.8 
if  only  the  costs  of  the  non-institutionalized  medically 
needy  are  considered.    This  pattern  of  costs  is  not  very 
different  from  that  experienced  by  non-medically  needy 
States  with  their  categorically  needy/no  cash  recipients. 
Not  withstanding  these  general  patterns,  enormous  variation 
exists  among  States  with  regard  to  the  medically  needy 
program. 

•  Treatment  of  SSI  Recipients.     2082  data  and  SSI  statistics 
suggest  that  the  State  determination  and  209(b)  options 
reduce  by  about  30%  the  number  of  disabled  categorically 
needy/cash  Medicaid  recipients  for  a  State.     However,  the 
aged  categorically  needy/cash  recipient  population  is  not 
reduced  by  much  with  the  State  determination  option.     It  is 
reduced  by  about  20%  with  the  209(b)  option.     Per  capita 
expenditures  for  aged  and  disabled  are  greater  in  State 
determination  and  209(b)  States,  calling  into  question  how 
much  money  is  saved  by  these  options.     The  causes  for  the 
greater  per  capita  expenditures  are  not  known.  However, 
these  results  must  be  interpreted  with  caution  since  a  lot 
of  variation  is  seen  among  States. 
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•  MA-21  Children.    Non-AFDC-related  children  in  a  State's 
Medicaid  program  cost  a  State  about  twice  as  much  as 
AFDC/cash  children.     Covering  all  children  in  low-income 
families,  as  opposed  to  only  certain  classifications  of 
them,  appears  to  about  double  the  size  of  the  non-AFDC/cash 
child  recipient  group.    As  with  other  issues,  a  lot  of 
variation  exists  among  States  in  their  experience  with  the 
MA-21  program. 

•  AFDC-U.  This  short-term  evaluation  yielded  little  analysis 
helpful  to  understanding  the  impact  on  Medicaid  of  covering 
AFDC-U  recipients.  AFDC  program  data  show  that  coverage  of 
AFDC-U  usually  expands  the  AFDC/cash  population  by  about  6% 
(with  considerable  variation  among  States). 

•  Payment  and  Income  Levels.    Not  surprisingly,  2082  data  and 
census  data  suggest  that  States  with  higher  payment  and 
income  levels  for  eligibility  determination  enroll 
proportionately  more  Medicaid  recipients  relative  to  the 
size  of  a  State's  poverty  population  than  do  States  with 
lower  levels. 

•  Overall  Eligibility  Policies  of  States.     The  study  developed 
an  eligibility  classification  scheme  which  grouped  States 
according  to  the  comprehensiveness  of  their  overall  Medicaid 
eligibility  policies.    The  four  key  areas  of  eligibility 
policy  which  were  used  included:  whether  or  not  a  State  had 
a  medically  needy  program;  where  it  set  its  AFDC,  SSI  and 
medically  needy  income  levels;  whether  or  not  it  included 
the  optional  groups  of  AFDC-U  and  Ribicoff  children;  and 
whether  or  not  it  automatically  extended  Medicaid 
eligibility  to  SSI  recipients.     2082  and  census  data  showed 
that  the  most  "liberal"  States  according  to  this  scheme  did 
enroll  a  greater  proportion  of  the  poor  as  Medicaid 
recipients.     Interestingly,  higher  income  levels  appear  to 
be  a  greater  determinant  of  the  size  of  the  Medicaid 
population  than  the  presence  of  a  medically  needy  program 
with  low  income  levels  and  limited  or  no  key  optional  groups. 

•  Enrollee-Recipient  Ratios.     Tape-to-Tape  data  suggest  that 
about  20%  of  Medicaid  enrollees  do  not  use  any  Medicaid 
services  over  a  year's  period.    This  rate  varies  somewhat  by 
eligibility  and  cash  assistance  status,  with  some 
differences  between  States. 

•  Length  of  Enrollment.    Tape-to-Tape  data  show  that  the 
medically  needy  have  more  turnover  than  cash  assistance 
recipients.    Among  the  eligibility  grops,  the  disabled  and 
the  aged  have  less  turnover  than  AFDC-related  enrollees. 


119 


9    Expenditure  Patterns.    Tape-to-Tape  data  allow  for  the 
calculation  of  annual  costs  by  person-years  of  enrollment, 
i.e.,  the  length  of  enrollment  is  taken  into  account  in 
calculating  annual  per  capita  expenditures  for  the  various 
eligibility  groups.     These  data  show  an  even  wider  disparity 
in  costs  between  SSI-related  and  AFDC-related  enrollees  than 
shown  with  2082  data.    Greater  differences  are  also  shown  by 
cash  assistance  status. 

•    High  Cost  Users.     Tape-to-Tape  data  for  New  York  and 

Michigan  in  1981  show  that  10%  of  recipients  accounted  for 
72%-75%  of  total  Medicaid  expenditures.    The  medically  needy 
are  disproportionately  highly  represented  among  the  high 
utilizers,  as  are  the  aged. 


■ 
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Chapter  4 
INSTITUTIONALIZED  RECIPIENTS 


Medicaid  policymakers  know  that  strategies  to  contain  Medicaid 
costs  must  include  a  strong  focus  on  long-term  care.  Although 
clearly  not  an  intent  of  the  original  legislation,  Medicaid  has 
become  the  primary  public  payor  for  nursing  home  care.  Recipients 
of  nursing  home  care  comprised  just  7.3%  of  the  total  Medicaid 
population  in  1982,  yet  nursing  home  costs  comprised  43%  of  all 
expenditures.     Expenditures  for  nursing  home  care  are  also  rising 
faster  than  expenditures  for  other  Medicaid  services,  and 
consequently,  constitute  an  increasing  proportion  of  the  total 
Medicaid  budget.     In  1973,  payments  to  nursing  homes  accounted  for 
34%  of  total  expenditures;  in  1982,  they  accounted  for  43%. 

Medicaid  expenditures  for  nursing  homes  are  closely  linked  to 
overall  trends  in  the  nursing  home  industry,  since  Medicaid  pays  for 
just  under  half  of  all  nursing  home  costs  (Exhibit  4-1).    Many  of 

Exhibit  4-1 

Medicaid  Expenditures  for  Nursing  Home  Care  as  a 
Percentage  of  Total  Nursing  Home  Payments:  1973  -  1982 


1973      1974      1975      1976      1977      1978      1979      1980      1981  1982 
42.9%     45.8%     48.1%     47.6%     49.0%     49.5%     49.3%     49.5%     47.9%  48.7% 


Sources:     Fox,  P.D.  &  Clauser,  D.S.     "Trends  in  Nursing  Home 
Expenditures:  Implications  for  Aging  Policy."    Health  Care 
Financing  Review  2(2):  65-70,  Fall  1980. (for  years  1973-1979)  and 
Gibson,  R.M.  Waldo,  D.R.  and  Levit,  K.R.     "National  Health 
Expenditures,  1982."     Health  Care  Financing  Review  5(1):  1-31,  Fall 
1983  (for  years  1980-1982) . 


these  costs  are  incurred  by  persons  who  enter  nursing  homes  as 
private  pay  clients,  but  then  convert  to  Medicaid  after  their 
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available  assets  are  depleted.     Private  health  insurance  policies 
rarely  include  coverage  of  nursing  home  care,  and  Medicare  benefits 
for  nursing  home  care  are  limited.2**    Thus,  almost  by  default, 
Medicaid  has  become  the  major  "insurance"  program  for  nursing  home 
care,  not  only  for  elderly  persons  of  low-income,  but  for 
middle-income  persons  who  cannot  afford  the  high  cost  of  nursing 
homes  for  very  long. 

If  Medicaid  continues  to  pay  for  half  of  all  nursing  home  costs 
over  the  coming  decades,  the  effect  on  Medicaid  expenditures  will  be 
enormous.     By  1990,  total  payments  for  nursing  homes  are  expected  to 
rise  to  $67  billion  (Freeland  and  Schendler,  1983).     The  Medicaid 
nursing  home  bill  would  then  be  approximately  $33  billion,  more  than 
the  entire  Medicaid  outlay  for  1983.    The  longer  term  outlook  is 
even  more  ominous,  as  the  "baby  boom"  population  cohort  ages. 
Assuming  current  age-specific  use  rates  remain  stable,  the  total 
nursing  home  population  will  increase  four  times  faster  than  the 
U.S.  population  as  a  whole  over  the  next  fifty  years.    Given  these 
historical  and  projected  trends  in  nursing  home  care,  it  is  no 
surprise  that  some  analysts  predict  that  long-term  care  will  be  "the 
most  problematic  area  of  social  policy  over  the  next  generation  (Fox 
and  Clauser,  1980). 

The  statistics  cited  above  make  it  clear  why  Medicaid 
policymakers  are  interested  in  obtaining  better  information  on  the 
institutionalized  Medicaid  population.     Development  of  alternative 
long-term  care  policies  requires  prerequisite  knowledge  of  the 
current  institutionalized  population,  and  the  proportion  of  that 
population  which  might  be  better  served  in  alternative  settings. 
Policymakers  also  express  a  need  for  descriptive  data  on  the 
utilization  and  expenditure  patterns  of  nursing  home  residents,  and 
variations  in  these  patterns  across  recipient  characteristics  and  by 
State.     In  particular,  they  want  to  know  how  nursing  home  residents 
become  eligible  for  Medicaid,  what  proportion  of  total  care  costs 
are  paid  by  recipients  through  "spend-down"  provisions,  and  what 
resources  are  potentially  available  from  the  families  of 
institutionalized  Medicaid  recipients,  should  family  cost-sharing 
requirements  be  enacted. 

This  chapter  draws  on  various  Medicaid  data  bases  to  describe 
the  Medicaid  nursing  home  population.2^    The  chapter  is 


^"Nursing  home  coverage  under  Medicare's  Hospital  Insurance 
(HI)  program  is  limited  to  100  days  of  Skilled  Nursing  Facility  Care 
per  benefit  period.     In  1982,  Medicare  expenditures  for  nursing  home 
care  were  $500  million,  equalling  1.8%  of  total  nursing  home  care 
costs  and  about  1%  of  total  Medicare  outlays. 

2^The  definition  of  the  nursing  home  population  adopted  for 
this  chapter  includes  recipients  of  ICF,  SNF,  and  ICF-MR  care. 
Recipients  of  inpatient  psychiatric  services  and  home  health  care 
services,  who  are  often  included  in  analyses  of  the  Medicaid 
long-term  care  population,  are  excluded  from  this  analysis. 
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divided  into  three  major  sections.     The  first  section  describes  the 
1982  Medicaid  nursing  home  population  and  1982  expenditures  for 
nursing  home  care.     The  second  section  then  summarizes  trends  in  the 
Medicaid  nursing  home  population  and  expenditures  from  1975  to 
1982.     The  final  section  examines  Medicaid  nursing  home  expenditures 
and  trends  at  the  State  level,  and  attempts  to  explain  the 
variations  in  Medicaid  expenditures  for  nursing  home  care  across 
States. 

4. 1    1982  Medicaid  Nursing  Home  Recipients  and  Expenditures 
4.1.1    Eligibility  Status  of  Recipients 

In  1982,  approximately  1.5  million  recipients  of  nursing  home 
care  had  some  portion  of  their  nursing  home  bill  paid  for  by 
Medicaid.     Although  precise  data  are  not  available,  it  is  estimated 
that  over  half  of  all  users  of  nursing  homes  receive  some  Medicaid 
benefits  during  the  course  of  their  nursing  home  stay  (General 
Accounting  Office,  1983).     Almost  all  institutionalized  recipients 
are  SSI-categorically  related:  about  73%  of  all  nursing  home 
recipients  are  aged,  while  26%  are  disabled  (Exhibit  4-2).  In 
contrast,  the  aged  and  disabled  together  make  up  less  than 
one-fourth  of  the  non-institutionalized  Medicaid  population.  Within 
eligibility  groups,  33%  of  all  aged  recipients  and  14%  of  all 
disabled  recipients  received  nursing  home  care  at  some  point  during 
1982. 

There  are  also  major  differences  between  the  non-institution- 
alized and  institutionalized  Medicaid  population  by  cash  assistance 
status  (Exhibit  4-3).     Only  about  17%  of  the  non-institutionalized 
population  is  not  receiving  cash  assistance  from  either  SSI  or 
AFDC.     Among  nursing  home  recipients,  over  70%  receive  Medicaid 
without  receiving  cash  assistance.^0    Thus,  while  nursing  home 
recipients  comprise  only  7.3%  of  the  total  Medicaid  recipient 
population,  they  comprise  27%  of  all  non-cash  recipients. 

The  large  number  of  non-cash  recipients  among  the 
institutionalized  is  due  to  the  fact  that  all  States  make  some 
provision  for  extending  nursing  home  benefits  to  persons  who  are  not 
receiving  SSI/SSP.    States  do  this  in  either  one  of  three  ways: 


JUHowever,  a  large  proportion  of  nursing  home  residents  not 
receiving  cash  assistance  would  receive  cash  if  they  were  not 
institutionalized. 
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•  Election  of  the  medically  need  option,  which  allows  nursing 
home  recipients  to  "spend  down"  to  medically  needy  income 
levels,  after  which  Medicaid  pays  the  balance  between  the 
reimbursement  rate  and  patient  contributions. 

•  Election  of  the  209(b)  option,  a  condition  of  which  is  that 
209(b)  States  must  have  a  "spend-down"  program  for 
SSI-related  recipients. 

•  Election  of  the  "300%  option,"  which  extends  coverage  of 
nursing  home  benefits  to  persons  with  incomes  up  to  300%  the 
basic  Federal  SSI  benefit  ($265  per  month  for  an  individual 
living  independently  in  1982).     This  option  provides 
Medicaid  coverage  in  nursing  homes  to  persons  who  would 
otherwise  not  be  eligible  for  Medicaid  if  cared  for  outside 
a  nursing  home,  and  is  frequently  cited  as  an  example  of 
"institutional  bias"  in  the  Medicaid  program. 

Consequently,  Medicaid  eligibility  options  have  relatively  less 
effect  on  nursing  home  utilization  by  Medicaid  recipients  than  other 
provisions  of  the  Medicaid  program  such  as  limitations  on  benefits 
and  nursing  home  reimbursement  rates. 

4.1.2  Types  of  Care  Used 

Recipients  of  ICF  care  make  up  51%  of  the  Medicaid  nursing  home 
population,  SNF  recipients  38%,  and  ICF-MR  recipients  10% 
(Exhibit  4-4).     About  80%  of  all  users  of  ICF  and  SNF  care  are  aged, 
while  93%  of  all  ICF-MR  recipients  are  disabled,  as  would  be 
expected.    While  disabled  recipients  make  up  the  vast  majority  of 
ICF-MR  recipients,  it  is  important  to  note  that  almost  two-thirds  of 
the  disabled  nursing  home  population  resides  in  ICFs  or  SNFs,  not 
ICF-MRs.     Thus,  the  disabled  nursing  home  population  is  not  just 
comprised  of  mentally  retarded  persons  in  ICF-MRs,  but  persons  with 
a  broad  range  of  disabilities  being  cared  for  in  a  variety  of 
nursing  home  settings. 

4.1.3  Characteristics  of  Recipients 

The  prototypical  nursing  home  recipient  is  a  widowed  female  81 
years  old.     Over  seven  out  of  ten  nursing  home  recipients  are 
female,  and  almost  nine  out  of  ten  recipients  do  not  have  a 
non-institutionalized  living  spouse.    While  there  are  discrepancies 
between  data  sets,  about  one-fourth  to  one-third  of  all 
institutionalized  recipients  are  over  the  age  of  85.  Medicaid 
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Quality  Control  data  show  a  higher  proportion  of  non-elderly 
institutionalized  recipients  than  either  2082  data  or  Tape-to-Tape 
data  (Exhibit  4-5).     Therefore,  better  data  on  the  age  distribution 
of  institutionalized  Medicaid  recipients  is  still  needed. ^1 

Nursing  home  recipients  on  Medicaid  are  more  likely  to  be 
long-stay  residents  than  private  pay  nursing  home  residents 
(Exhibit  4-6).     Analyses  of  the  1977  Nursing  Home  Survey  (which 
included  only  SNF  and  ICF  facilities)  have  shown  that  the  total 
nursing  home  population  can  be  divided  into  short-stayers  and 
long-stayers.     The  majority  of  nursing  home  admissions  are 
short-stayers  (with  an  average  length  of  stay  of  1.8  months),  but  on 
any  given  day,  long-stayers  (with  an  average  length  of  stay  of  2.5 
years)  constitute  over  90%  of  all  nursing  home  residents.  These 
long-stayers,  who  are  more  likely  to  be  Medicaid  recipients,  thus 
consume  the  vast  majority  of  resident  bed  days  (General  Accounting 
Office,  1983). 

Exhibit  4-6 

Length  of  Stay  of  Medicaid  Nursing  Home  Recipients 
in  Comparison  to  Private  Pay  Residents 


Medicaid  Recipients    Private  Pay  Residents 


3  months 

19% 

3  2% 

3-5  months 

11% 

12% 

6-11  months 

12% 

13% 

1  year  to  less  than  3 

2  9% 

25% 

3  years  to  less  than  5 

14% 

10% 

5  years  or  more 

15% 

8% 

100% 

100% 

Source:   1977  Nursing  Home  Survey.     Excludes  ICF-MR  facilities. 


Private  pay  residents  (who  are  also  more  likely  to  be 
short-stayers)  are  twice  as  likely  as  Medicaid  recipients  to  be 
discharged  back  to  a  private  or  semi-private  residence 
(Exhibit  4-7).    Only  about  15%  of  all  institutionalized  Medicaid 


312082  data  and  Michigan  Tape-to-Tape  data  indicate  that  the 
number  of  institutionalized  recipients  under  age  65  to  be  about  25%, 
while  MQC  data  show  a  non-elderly  population  of  almost  40%.  The 
1977  Nursing  Home  Survey  excluded  ICF-MRs  and  therefore  cannot  be 
used  as  a  data  source  for  age  distributions.     2082  data  do  not  break 
out  the  over  65  age  group  into  smaller  age  categories  and  were  not 
used  for  Exhibit  4-5. 
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recipients  return  to  a  non-institutionalized  living  arrangement. 
Thus,  it  is  reasonable  to  assume  that  approximately  85%  of  Medicaid 
nursing  home  recipients  will  continue  to  be  cared  for  in  some  type 
of  institutional  facility  for  the  remainder  of  their  lives.  Since 
finding  appropriate  community-based  care  alternatives  for  recipients 
who  are  already  institutionalized  is  exceedingly  difficult,  most 
initiatives  to  reduce  nursing  home  utilization  have  consequently 
focused  on  diverting  persons  from  nursing  homes  in  the  first  place. 

Exhibit  4-7 

Discharge  Status  of  1976  Medicaid  Recipients 
Versus  Private  Pay  Residents 


Medicaid  Recipients  Private  Pay  Residents 

Private  or 

Semiprivate  Residence  16%  31% 

Another  Health  Facility  55%  41% 

Deceased  29%  28% 


Source:   1977  Nursing  Home  Survey.     Excludes  ICF-MR  facilities. 


The  recent  GAO  study  also  provides  some  data  on  persons  who 
convert  from  private  pay  to  Medicaid.     Using  longitudinal  data  from 
the  State  of  Minnesota  for  the  years  1976-1980,  GAO  conservatively 
estimated  that  about  27%  of  all  Medicaid  recipients  first  entered 
nursing  homes  as  private  pay  clients  (General  Accounting  Office, 
1983).    Given  the  importance  of  this  issue,  GAO  recommended  that  the 
1985  Nursing  Home  Survey  be  designed  to  be  able  to  track  transitions 
in  facility  use  and  payment  sources  for  an  admission  cohort  of 
nursing  home  patients  over  a  period  of  12  to  24  months. 

4.1.4    1982  Expenditures  for  Nursing  Home  Care 

Although  nursing  home  recipients  comprise  but  7.3%  of  all 
Medicaid  recipients,  nursing  home  costs  account  for  over  43%  of  all 
Medicaid  expenditures. 32    In  1982,  Medicaid  expenditures  for 
nursing  home  care  were  just  under  $13  billion,  while  total  Medicaid 
expenditures  were  almost  $30  billion. 

Exhibit  4-8  presents  the  distribution  of  nursing  home 
expenditures  by  eligibility  group  and  by  type  of  facility,  in 


•^Nursing  home  recipients  also  incur  costs  over  and  above  the 
cost  of  nursing  home  care  (see  Section  4.3). 
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comparison  to  the  distribution  of  recipients.    The  disabled  are  a 
more  costly  population  to  serve  overall  than  the  aged,  incurring 
about  38%  of  all  nursing  home  expenditures  while  comprising  26%  of 
the  nursing  home  population.     This  difference  is  largely  due  to  the 
high  cost  of  ICF-MR  care  for  mentally  retarded  recipients.    As  shown 
in  Exhibit  4-9,  the  average  costs  for  aged  and  disabled  recipients 
of  ICF  and  SNF  care  are  comparable,  while  the  average  cost  of 
serving  ICF-MR  recipients,  at  $23,435,  is  over  three  times  the  cost 
of  serving  ICF  or  SNF  recipients.    Thus,  while  ICF-MR  recipients 
comprised  only  10%  of  the  all  institutionalized  recipients  in  1982, 
they  accounted  for  28%  of  nursing  home  expenditures. 

It  is  necessary  to  note  that  the  average  cost  per  recipient  is 
a  combined  measure  of  (a)  utilization  and  (b)  price  per  day  of 
nursing  home  care.     Differences  in  average  costs  per  recipient,  as 
presented  in  Exhibit  4-9,  can  therefore  be  due  to  differences  in 
average  lengths  of  stay  as  well  as  to  differences  in  the  price  of 
care. 

4.2    Recent  Trends  in  Nursing  Home  Utilization  and  Expenditures: 
1975-1982 

4.2.1    Recipient  Trends 

While  the  total  number  of  Medicaid  recipients  declined  slightly 
between  1975  and  1982,  the  number  of  nursing  home  recipients 
increased  by  about  166,000  recipients,  or  1.7%  per  year.  Thus, 
nursing  home  recipients  grew  from  6.4%  to  7.3%  of  all  Medicaid 
recipients  over  this  period. 

The  growth  in  the  Medicaid  nursing  home  population  has  not  been 
steady.    There  was  substantial  growth  between  1975  and  1977, 
followed  by  two  years  of  essentially  no  growth  from  1977-1979,  again 
followed  by  two  years  of  significant  growth  from  1979-1981.  Of 
particular  interest,  however,  is  that  for  the  most  recently  reported 
year  (FY  1982),  the  Medicaid  nursing  home  population  declined  by 
about  125,000  recipients,  or  8%.     Predictions  about  whether  this 
population  decline  is  the  start  of  a  new  trend  in  the  Medicaid 
program  would  be  mere  speculation  at  the  time  of  this  writing. 

An  alternate  method  for  measuring  growth  in  the  Medicaid 
nursing  home  population  is  to  compute  trends  in  rates  of 
institutionalization.    Exhibit  4-10  below  presents  the  number  of 
aged  Medicaid  nursing  home  recipients  per  10,000  elderly  population 
for  1975  to  1982.     The  exhibit  shows  that  the  rate  of  institutionali- 
zation fluctuated  over  the  period,  reaching  its  peak  in  1976,  and 
its  lowest  point  in  1982.     Thus,  aged  Medicaid  nursing  home 
recipients  as  a  proportion  of  the  total  elderly  population  seems  to 
be  declining  moderately.     The  rate  of  institutionalization  was  6% 
lower  in  1982  than  it  was  in  1975. 
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Exhibit  4-9 

Medicaid  Costs  per  Nursing  Home  Recipient  by  Type  of  Facility, 


Eligibility  Group,  and  Maintenance  Assistance  Status:  1982 


Eligibility  Group 


Average  Cost  Per  Recipient  Per  Year 
SNJL  ICF  ICF-MR 


CN/Cash,  Total 
Aged 

Di  sabled 


$6,113 

5,673 
6,966 


$6,874 

6,576 
7,341 


$22,455 
23,046 


CN/No  Cash,  Total 

Aged 
Disabled 


6,542 

6,389 
7,248 


6,086 

5,988 
6,529 


18,912 
19,197 


Medically  Needy,  Total 
Aged 

Disabled 


Total 


9,026* 

9,629* 
6,057 


$7,855 


6,288 

6,50  4 
4,973 


$6,499 


26,950 
27,738 
$23,435 


*    Average  costs  per  recipient  of  SNF  care  for  the  aged  medically  needy  is 
highly  skewed  by  the  state  of  New  York  which  accounted  for  40%  of  all  SNF 
expenditures  for  the  medically  needy,  and  where  the  average  cost  per  aged 
medically  needy  SNF  recipient  was  $19,400.     The  average  cost  per  aged 
medically  needy  SNF  recipient,  excluding  New  York,  was  $6,406. 


Source:  1982  2082  data. 


133 


Exhibit  4-10 
Number  of  Aged  Medicaid  Nursing  Home  Recipients 


Per  Elderly:  1975  -  1982 


Year    Aged  Recipients/10,000  Elderly 


Aged  Recipients/10,000  Elderly 
Below  Poverty  Level  


1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 


443 
461 
456 
439 
425 
438 
435 
415 


2900 
3070 
3320 
3150 
2900 
2870 
2970 
2970 


Sources:     2082  data  file  and  U.S.  Bureau  of  the  Census,  Preliminary 
Estimates  of  the  Population  of  the  United  States,  by  Age,  Sex  and 
Race:  1970  to  1981. 


The  exhibit  also  shows  the  rate  of  institutionalization  within 
the  elderly  poverty  population.    By  this  measure,  the  rate  of 
institutionalization  has  also  declined  since  1977,  but  remained 
somewhat  higher  in  1982  than  in  1975. 

The  number  of  Medicaid  nursing  home  recipients  is  growing 
faster  than  the  total  number  of  aged  and  disabled  persons  receiving 
Medicaid,  however.     The  entire  aged  Medicaid  population  declined  by 
7.5%  between  1975  and  1982,  while  the  aged  nursing  home  population 
increased  10.9%.     The  disabled  population  as  a  whole  increased  25%, 
but  the  disabled  nursing  home  population  increased  at  an  even  faster 
rate,  33%.     Thus,  the  proportion  of  all  aged  recipients  receiving 
institutional  care  rose  from  28  to  33  percent  over  this  interval, 
and  the  proportion  of  disabled  recipients  receiving  institutional 
care  rose  from  13  to  14  percent. 

To  complete  the  utilization  picture,  it  would  be  interesting  to 
know  recent  trends  in  the  proportion  of  all  aged  nursing  home 
recipients  receiving  Medicaid.     In  other  words,  of  all  persons  being 
care  for  in  nursing  homes,  is  the  proportion  of  persons  receiving 
financial  assistance  from  Medicaid  increasing,  declining,  or 
remaining  stable?    Unfortunately,  these  data  are  not  available.  Of 
particular  interest  would  be  whether  the  Medicaid  nursing  home 
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population  as  a  proportion  of  all  nursing  home  residents  is 
declining,  or  whether  total  nursing  home  utilization  rates  among  the 
aged  are  declining  as  well.     If  total  utilization  rates  have  been 
stable,  the  data  cited  above  suggest  that  the  proportion  of  all 
nursing  home  recipients  on  Medicaid  is  declining  moderately,  but  not 
as  quickly  as  the  decline  in  the  overall  poverty  rate  among  elderly 
persons.     Reductions  in  the  poverty  rate  among  the  elderly  may  have 
only  marginal  effects  on  the  size  of  the  aged  Medicaid  nursing  home 
population,  since  nursing  home  admission  is  probably  in  and  of 
itself  a  major  cause  of  poverty  among  the  nation's  elderly.  Thus, 
while  continuing  improvements  in  the  economic  status  of  elderly 
persons  may  lead  to  further  reductions  in  the  participation  of 
elderly  persons  in  the  Medicaid  program  as  a  whole,  such  economic 
improvements  will  probably  have  less  effect  on  the  growth  of  the 
aged  Medicaid  nursing  home  population,  given  the  high  cost  of 
long-term  nursing  home  care. 

There  was  significant  change  in  the  distribution  of  nursing 
home  recipients  by  type  of  nursing  home  provider  between  1975  and 
1982  (Exhibit  4-11).     The  number  of  SNF  recipients  has  been  steadily 
declining  while  the  number  of  ICF  recipients  has  been  rising.  It 
appears  that  ICF  care  is  now  being  substituted  in  many  cases  for 
Medicaid  nursing  home  recipients  who  formerly  would  have  received 
SNF  care.     Further,  there  has  been  almost  a  three-fold  rise  in  the 
number  of  ICF-MR  recipients,  from  about  54,000  to  154,000  recipients 
between  1975  and  1982.     The  proportion  of  all  nursing  home 
recipients  who  were  cared  for  in  ICF-MRs  rose  from  4  to  10  percent 
over  this  period. 

The  1981-1982  decline  in  the  Medicaid  nursing  home  population 
affected  SNF  and  ICF-MR  recipients,  but  not  ICF  recipients.    The  SNF 
population  declined  by  about  12%,  and  77,000  persons,  while  the 
ICF-MR  population  declined  by  over  20%,  and  42,000  persons.  3 

Exhibit  4-12  summarizes  changes  in  the  Medicaid  nursing  home 
recipient  population  in  comparison  to  changes  in  the  total  Medicaid 
population,  by  type  of  nursing  home  care.    The  growth  of  the 
Medicaid  nursing  home  population  appears  to  bear  little  relationship 
to  changes  in  the  size  of  the  total  Medicaid  population.  If 
anything,  there  is  an  inverse  relationship.     Again,  the  dramatic 
decline  in  the  number  of  institutionalized  recipients  between  1981 
and  1982  is  a  trend  reversal  worthy  of  closer  inspection.    Of  a 
total  decline  of  137,000  Medicaid  recipients  during  1982,  125,000 
are  accounted  for  by  the  decline  within  the  institutionalized 


JJChanges  in  ICF-MR  recipients  and  expenditures  can  be 
affected  by  ICF-MR  certification  and  decertification  processes,  as 
well  as  by  changes  in  utilization. 
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Exhibit  4-11 

institutionalized  Recipients  by  Facility  Type:  1975- 


800.000 


700.000- 


600.000  - 


SNF  Recipients 


500.000  - 

n 

c 

"5.  400.000- 
9 

at 


300.000  - 


200.000  - 

xx''ICF-MR  Recipients 


100.000- 


1  1  1  1  1  1  1  1  1 

1975     1976     1977     1978     1979     1980     1981  1982 

Source:     2082  data  file 
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population  alone.     Of  particular  interest  is  whether  this  decline  in 
the  institutionalized  Medicaid  population  is  a  result  of 
consciously-applied  policies  of  State  Medicaid  agencies,  such  as 
moratoriums  on  nursing  home  bed  construction,  the  expansion  of 
community-based  service  alternatives,  etc.,  or  whether  it  is  a 
result  of  more  indirect  factors,  such  as  the  improved  economic 
status  of  the  elderly  persons,   increasing  refusals  of  nursing  homes 
to  accept  public  assistance  clients,  or  court  orders  for  the 
deinstitutionalization  of  retarded  persons. 

4.2.2    Expenditure  Trends 

Expenditures  for  nursing  home  care  rose  from  $4.7  billion  in 
1975  to  just  under  $13  billion  in  1982.     Expenditures  for  disabled 
nursing  home  recipients  have  been  rising  somewhat  more  rapidly  than 
for  the  aged.     In  1975,  the  disabled  comprised  22%  of  all  Medicaid 
nursing  home  recipients,  and  accounted  for  24%  of  nursing  home 
expenditures.     In  1982,  they  made  up  26%  of  the  population,  a  slight 
increase,  but  their  proportion  of  expenditures  had  increased  to  38% 
of  the  total. 

Expenditures  for  ICF-MR  care  have  risen  much  more  rapidly  than 
ICF  and  SNF  expenditures  (Exhibit  4-13).     In  1982,  the  distribution 
of  Medicaid  expenditures  by  type  of  nursing  home  care  was  markedly 
different  from  1975  (Exhibit  4-14). 

Exhibit  4-14 

Distribution  of  Medicaid  Nursing  Home  Expenditures 
by  Type  of  Care:  1975  and  1982 


1975  1982 

SNF                                                    .52  .34 

ICF                                                  .40  .38 

ICF-MR                                              .08  .28 

1.00  1.00 


Total  nursing  home  expenditures  grew  at  an  Annual  Compound  Rate 
of  Growth  ( ACRG )  of  15.7%  between  1975  and  1982,  compared  to  13.5% 
for  all  of  Medicaid  (Exhibit  4-15).     Although  the  nursing  home 
population  declined  substantially  between  1981  and  1982,  as 
indicated  previously,  expenditures  for  nursing  home  care  still 
inc/eased  more  rapidly  than  expenditures  for  other  Medicaid  services. 
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Exhibit  4-13 

Nursing  Home  Expenditures  by  Facility  Type:  1975-1982 
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One  can  control  for  the  effects  of  recipient  population  changes 
on  expenditure  growth  by  looking  at  average  costs  per  nursing  home 
recipient  (Exhibit  4-16).     Increases  in  the  average  cost  of  ICF-MR 
care  per  recipient  have  been  the  most  dramatic,  rising  from  $6,463 
in  1975  to  $23,435  in  1982.     Exhibit  4-17  summarizes  ACRGs  for 
average  costs  per  nursing  home  recipient  by  facility  type  from 
1975-1982.     This  exhibit  makes  several  interesting  points.  First, 
increases  in  average  costs  per  nursing  home  recipient  have  been 
approximately  equal  to  increases  in  the  average  cost  for  all 
Medicaid  recipients.    This  means  that  over  the  entire  period  nursing 
home  expenditures  have  increased  as  a  proportion  of  total  Medicaid 
expenditures  entirely  due  to  increases  in  the  number  of 
institutionalized  recipients  relative  to  non-institutionalized 
recipients,  not  to  greater  increases  in  price  and/or  utilization. 
However,  more  recently,  this  has  not  been  the  case.    Between  1980 
and  1982,  average  costs  for  nursing  home  recipients  have  been 
increasing  more  rapidly  than  for  non-institutionalized  recipients. 
Between  1980  and  1982,  the  average  cost  per  nursing  home  recipient 
increased  by  16.1%  annually  compared  to  only  a  11.4%  for 
non-institutionalized  recipients. 

Thus,  recent  declines  in  the  number  of  institutionalized 
Medicaid  recipients  may  to  some  degree  be  offset  by  rising  per 
capita  costs  for  those  persons  who  are  institutionalized  and  on 
Medicaid.    These  data  appear  to  support  findings  reported  in  the 
recent  GAO  study  that  Medicaid  may  be  serving  a  nursing  home 
population  with  increasing  dependency  levels.    Using  longitudinal 
data  from  the  State  of  Minnesota  for  the  years  1976-1979,  GAO's 
analysis  found  that  for  almost  every  category  of  functional 
activity,  Medicaid  recipients  were  becoming  increasingly  dependent 
over  time.     This  trend  held  true  for  new  Medicaid  admissions  as  well 
as  for  the  total  Medicaid  nursing  home  population.    GAO  concludes 
that  increasing  dependency  levels  "could  result  in  higher  costs  to 
nursing  homes  and  Medicaid  for  each  patient"  (General  Accounting 
Office,  1983). 

While  GAO's  analysis  included  only  elderly  nursing  home 
recipients,  2082  data  indicate  that  ICF-MR  per  capita  costs  are 
another  large  factor  behind  overall  increases  in  the  average  cost  of 
serving  Medicaid  nursing  home  recipients.     Increases  in  average 
costs  for  ICF  recipients  have  generally  lagged  behind  total  per 
capita  cost  increases.    On  the  other  hand,  average  per  capita  costs 
for  SNF  recipients,  which  increased  slowly  between  1975-1980, 
accelerated  rapidly  in  the  1980-1982  period.     In  light  of  both  GAO's 
findings  and  the  trends  in  per  capita  costs  for  nursing  home 
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Exhibit  4-16 

Average  Cost  Per  Medicaid  Nursing  Home  Recipient  by  Facility 


Type:  1975-1982 


Source:     2082  data  file 
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recipients  cited  above,  it  appears  that  the  Medicaid  nursing  home 
case  mix  is  changing  rapidly,  with  resulting  effects  on  utilization 
and  costs.     Further  examination  of  this  changing  case  mix  appears 
warranted. 

Closer  examination  of  the  factors  underlying  the  dramatic  rise 
in  per  capita  costs  for  ICF-MR  care  also  appears  warranted,  given 
that  the  average  cost  of  serving  ICF-MR  recipients  has  been 
increasing  at  the  remarkable  rate  of  20.2%  annually.  One 
explanation  may  be  the  high  cost  of  converting  State  institutions 
for  the  retarded  to  ICF-MR  certification.     Those  facilities  which 
could  be  converted  to  ICF-MR  standards  at  lower  cost  may  have  come 
into  the  Medicaid  program  earlier  on,  at  lower  reimbursement  rates, 
whereas  the  older  and  larger  facilities,  which  have  required  major 
capital  investments  to  meet  ICF-MR  standards,  may  have  come  into  the 
program  only  more  recently,  at  much  higher  reimbursement  rates. 
These  older,  larger  facilities  are  also  more  likely  to  be  serving 
retarded  persons  with  more  severe  disabilities,  with  consequent 
higher  direct  care  costs.     In  any  case,  it  is  clear  that  the 
extrera*ly  high  cost  of  ICF-MR  care  will  be  a  growing  focus  of 
Medicaid  cost  containment  policies  at  both  the  Federal  and  State 
levels. 

4.3    Variations  in  Nursing  Home  Utilization  and  Expenditures  by  State 

Nursing  home  expenditure  patterns,  utilization  rates,  and  costs 
per  recipient  vary  considerably  by  State.    Exhibit  4-18  presents 
Annual  Compound  Rates  of  Growth  in  nursing  home  expenditures  for  all 
States  from  1975  to  1982.     The  highest  rates  have  occurred  in  the 
smaller  States  with  low  absolute  expenditures,  while  the  larger 
States  with  higher  absolute  expenditures  have  experienced  the  lowest 
rates  of  growth  in  recent  years. 

The  proportion  of  total  Medicaid  expenditures  spent  on  nursing 
home  care  ranged  from  one-fifth  of  total  expenditures  in  California 
to  about  two-thirds  of  all  expenditures  in  New  Hampshire 
(Exhibit  4-19). 

California  also  had  the  lowest  average  cost  per  recipient 
($5,222)  and  Alaska  the  highest  ($16,300)   (Exhibit  4-20).  Across 
all  States,  the  average  cost  per  recipient  of  institutional  care  was 
$8,775.     This  compares  to  an  average  cost  of  $1,458  for  all 
recipients,  and  about  $881  for  non-institutional  recipients 

One  clear  variation  across  States  is  in  the  utilization  of  SNF 
care.     In  New  York,  for  example,  the  majority  of  all  recipients  and 
expenditures  are  for  SNF  care.     Other  States,  however,  use  SNF  care 
infrequently.     States  with  low  average  costs  for  SNF  care  may  have 
aggressive  policies  for  discharging  SNF  recipients  prior  to  their 
conversion  from  Medicare  to  Medicaid,  and/or  may  have  more 
difficulty  getting  Medicaid  recipients  into  SNFs  due  to  low  vacancy 
rates  and  preference  given  to  private  pay  residents  by  SNF  providers. 
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Exhibit  4-18 

Annual  Compound  Rates  of  Growth  ( ACRG )  in  Nursing  Home  Expenditures: 


1975  -  1982 


1. 

Missouri 

32.1 

26. 

North  Dakota 

16.6 

2. 

West  Virginia 

32.3 

27. 

Utah 

16.5 

3. 

Alaska 

26.5 

28. 

New  Jersey 

16.4 

4. 

Delaware 

26.5 

29. 

Florida 

16.  3 

5. 

Nevada 

23.8 

UNITED  STATES 

15.7 

6. 

South  Carolina 

23.0 

30. 

Vermont 

15.4 

7. 

Kentucky 

22.6 

31. 

District  of  Columbia 

14.3 

8. 

North  Carolina 

22.4 

32. 

Kansas 

13.7 

9. 

Louisiana 

21.0 

33. 

Arkansas 

13.5 

10. 

New  Hampshire 

20.9 

34. 

Idaho 

13.5 

11. 

Hawai  i 

20.6 

35. 

Indiana 

13.5 

12. 

Ohio 

20.4 

36. 

Illinois 

13.5 

13. 

New  Mexico 

20.2 

37. 

Connecticut 

13.0 

14. 

Maryland 

20.1 

38. 

Oregon 

13.0 

15. 

Virginia 

19.8 

39. 

Colorado 

12.6 

16. 

Rhode  Island 

19.4 

40. 

Alabama 

12.2 

17. 

Maine 

18.3 

41. 

Texas 

11.9 

18. 

Mississippi 

18.2 

42. 

Georgia 

11.  8 

19. 

Tennessee 

18.1 

43. 

Nebraska 

11.7 

20. 

Wyoming 

18.0 

44. 

New  York 

11.4 

21. 

Iowa 

17.4 

45. 

Michigan 

11.0 

22. 

Washington 

17.3 

46. 

Penn sylvania 

11.0 

23. 

South  Dakota 

17.1 

47. 

Oklahoma 

10.8 

24. 

Montana 

17.1 

48. 

Wisconsin 

10.8 

25. 

Minnesota 

16.8 

49. 

Massachusetts 

10.3 

50. 

California 

9.6 
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Exhibit  4-19 

Proportion  of  Total  Medicaid  Expenditures  Spent  on  Institutional 
Long-Term  Care:     1982  2082  Data 


1.  New  Hampshire 

2.  Minnesota 

3.  Alaska 

4.  Idaho 

5.  South  Dakota 

6.  Connecticut 

7.  Wisconsin 

8.  North  Dakota 

9.  Wyoming 

10.  Arkansas 

11.  Oregon 

12.  Nebraska 

13.  Texas 

14.  Louisiana 

15.  Iowa 

16.  Washington 

17.  Pennsylvania 

18.  Utah 

19.  South  Carolina 

20.  Maine 

21.  Colorado 

22.  Vermont 

23.  North  Carolina 

24.  Virginia 

25.  Montana 


.67 

.66 

.66 

.61 

.60 

.60 

.60 

.58 

.57 

.57 

.56 

.55 

.55 

.54 

.54 

.  54 

.54 

.53 

.52 

.52 

.52 

.51 

.51 

.51 

.50 


26. 

Kansas 

27. 

Missouri 

28. 

Oklahoma 

29. 

Rhode  Island 

30. 

Hawai  i 

31. 

Kentucky 

32. 

Maryland 

33. 

Indiana 

34. 

Tennessee 

35. 

Delaware 

36. 

Alabama 

37. 

Mississippi 

38. 

New  Jersey 

UNITED  STATES 

39.  Nevada 

40.  Georgia 

41.  Massachusetts 

42.  New  York 

43.  Florida 

44.  Ohio 

45.  Illinois 

46.  Michigan 

47.  New  Mexico 

48.  West  Virginia 

49.  California 

50.  District  of  Columbia 


.50 

.50 

.49 

.48 

.47 

.46 

.46 

.45 

.45 

.45 

.45 

.45 

.44 

.43 

.43 

.43 

.42 

.42 

.41 

.41 

.38 

.37 

.36 

.35 

.20 

.17 
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Exhibit  4-20 

Average  Annual  Cost  Per  Recipient  of  Intermediate  Care  Facility  for  the  Mentally 


Retarded  (ICF-MR),  Intermediate  Care  Facility  (ICF),  and  Skilled  Nurses  Facility  (SNF), 


Care,  by  State:     1982  1082  Data 


ICF-MR  ICF  SNF  All 
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4.3.1    Person-based  Data  on  Institutionalized  Recipients  in 


Michigan  and  New  York 


Perhaps  the  richest  source  of  data  becoming  available  on 
institutionalized  Medicaid  recipients  is  the  Tape-to-Tape  data 
base.     Early  Returns  Tables  for  two  of  the  five  Tape-to-Tape  States 
(New  York  and  Michigan)  have  recently  become  available.  These 
tables  include  extensive  cross-tabulations  on  the  characteristics 
and  utilization  patterns  of  institutionalized  recipients.  Since 
Tape-to-Tape  files  are  constructed  at  the  person-based  level,  this 
data  base  holds  the  potential  for  extremely  detailed  analyses  of  the 
institutionalized  population. 

Two  important  capabilities  of  the  Tape-to-Tape  data  base  are: 
(1)  the  ability  to  calculate  expenditures  by  person-years  of 
enrollment  rather  than  by  the  number  of  recipients,  and  (2)  the 
ability  to  track  total  Medicaid  expenditures  for  each  recipient 
across  all  services.     The  former  ability  is  important  because 
statistics  relating  costs  per  recipient  are  somewhat  misleading. 
Due  to  turnover  among  Medicaid  enrollees,  statistics  reporting  costs 
per  recipient  substantially  underestimate  the  costs  of  enrollment 
changes  in  the  Medicaid  program.    Recipients  who  leave  the  program 
on  January  1  or  who  enter  the  program  on  December  31  are  still 
counted  as  recipients  along  with  persons  who  are  enrolled  for  the 
entire  year,  effectively  bringing  down  average  costs  per  recipient. 
Since  the  Tape-to-Tape  data  base  tracks  enrollment  dates  as  well  as 
Medicaid  claims,  it  has  the  capability  to  adjust  expenditure  data  to 
reflect  average  costs  per  person-year  of  Medicaid  enrollment. 

When  institutional  care  costs  are  adjusted  from  costs  per 
recipient  to  costs  per  person-year  of  enrollment,  average 
expenditures  increase  significantly  (Exhibit  4-21).     In  Michigan, 
average  costs  for  the  disabled  increased  8%,  and  for  the  aged,  20%. 
The  New  York  institutionalized  population  had  higher  turnover  rates, 
and  therefore  even  higher  cost  differentials.     Expenditures  for  the 
disabled  in  New  York  increased  by  22%  when  adjusted  to  a  person-year 
of  enrollment  basis,  and  for  the  aged,  36%. 

The  second  capability  of  Tape-to-Tape  —  the  ability  to  track 
total  Medicaid  expenditures  by  type  of  service  —  is  also  important 
to  the  analysis  of  the  nursing  home  population,  since  nursing  home 
recipients  incur  costs  over  and  above  long-term  care  claims  (e.g., 
physician  costs,  hospitalization  costs,  etc.).     In  computing  the 
real  costs  of  serving  the  nursing  home  population,  these  additional 
costs  should  be  taken  into  account. 

Total  Medicaid  costs  for  institutionalized  recipients  in 
Michigan  and  New  York  are  presented  in  Exhibit  4-22.     In  both 
States,  disabled  institutionalized  recipients  were  higher  utilizers 
of  services  other  than  nursing  home  care  than  aged  recipients. 
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Exhibit  4-21 


Average  Nursing  Home  Costs  Per  Recipient  and  Per  Person-Year  of 
Enrollment  for  Institutionalized  Recipients:*    New  York  and 
Michigan  1981  Tape-to-Tape  Data 


Average  Months  (1)  (2) 

of  Enrollment  Costs  Per  Person-  (2)  / 

in  1981  Costs  Per  Recipient      Year  of  Enrollment  /  ( 1 ) 


Michigan 


Aged 
Disabled 


10.0  months 

11.1  months 


$5,864 
$11,599 


$7,017 
$12,573 


1.20 
1.08 


New  York** 


Aged 
Disabled 


8.8  months 
8.2  months 


$13,667 
$18,508 


$18,585 
$22,511 


1.36 
1.22 


*  The  Tape-to-Tape  data  files  include  recipients  of  inpatient  psychiatric 
services  in  its  definition  of  the  institutionalized  population. 

*  New  York  Tape-to-Tape  data  on  average  length  of  enrollment  may 
underestimate  actual  length  of  enrollment  due  to  the  inclusion  of  only 
partial-year  data  in  some  counties  for  1981,  attributable  to  the  phase-in 
of  the  New  York  MMIS  during  that  year.     New  York  Tape-to-Tape  files  also 
do  not  include  recipients  of  ICF-MRs  which  are  publicly-owned  (the 
majority  of  ICF-MR  recipients) . 
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These  additional  service  costs  increased  total  average  costs  for 
disabled  recipients  in  both  States  by  15.6%.     In  New  York,  average 
costs  for  aged  institutionalized  recipients  increased  by  6%  when 
hospital  and  other  service  costs  are  added,  while  in  Michigan  costs 
increased  8%  for  aged  institutionalized  recipients.     If  these  ratios 
are  applied  to  the  entire  institutionalized  Medicaid  population,  it 
is  estimated  that  institutionalized  recipients  account  for  48%  of 
all  Medicaid  expenditures  (as  opposed  to  43%  when  only  long-term 
care  claims  are  counted). 

4.4  Summary 

The  Medicaid  nursing  home  population  increased  by  12%  between 
1975  and  1982,  despite  a  1%  decline  in  the  total  Medicaid  recipient 
population  over  the  same  period.     The  aged  nursing  home  population 
increased  by  about  11%  while  the  total  aged  recipient  population 
declined  7.5%.     The  number  of  aged  nursing  home  recipients  grew  at  a 
slower  rate  than  the  entire  elderly  population,  but  at  a  faster  rate 
than  the  elderly  population  below  poverty  level  (Exhibit  4-23). 

The  institutionalized  disabled  population  grew  by  33%  between 
1975  and  1982,  more  than  three  times  the  rate  of  growth  of  the  aged 
institutionalized  population.     The  proportion  of  all 
institutionalized  Medicaid  recipients  who  were  disabled  has 
increased  from  22%  to  26%  over  this  period. 

Exhibit  4-23 

Growth  in  the  Aged  Medicaid  Nursing  Home  Population  in 
Comparison  to  other  Populations:  1975-1982 


Percent  Change 
1975-1982 


Aged  Medicaid  Nursing  Home  Recipients 
Total  Aged  Medicaid  Recipients 
Total  U.S.  Elderly  Population 

Total  U.S.  Elderly  Population  Below  Poverty  Level 


+10. 9% 
-7.5 
+19.6 
+  8.0 


Since  1975,  expenditures  for  nursing  home  care  have  been  rising  at 
an  annual  compound  rate  of  15.7%  in  comparison  to  13.5%  for  all 
Medicaid  services.     Up  until  1980,  this  greater  rate  of  growth  was 
attributable  to  the  growing  number  of  persons  receiving  nursing  home 
care,  while  the  non-institutionalized  Medicaid  population  was 
declining.    Since  1980,  however,  the  greater  rate  of  growth  for 
nursing  home  care  is  primarily  attributable  to  the  fact  that  average 
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costs  per  nursing  home  recipient  have  been  rising  faster  than 
average  costs  for  non-institutionalized  recipients.     Even  though 
enrollment  data  indicate  that  the  Medicaid  nursing  home  population 
declined  by  125,000  recipients  between  1981  and  1982,  or  8%,  the 
growth  in  nursing  home  expenditures  still  outpaced  expenditure 
increases  for  other  Medicaid  services.     These  data  suggest  that  the 
case  mix  of  the  Medicaid  nursing  home  population  is  becoming  more 
severely  disabled,  and  consequently  more  costly  to  serve.  This 
conclusion  is  supported  by  empirical  data  from  at  least  one  State, 
Minnesota,  as  cited  in  the  recent  GAO  report.    Rapidly  rising  costs 
for  ICF-MR  care,  which  averaged  $23,435  per  recipient  in  1982,  are 
another  factor  contributing  to  the  continued  growth  in  nursing  home 
expenditures. 
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Chapter  5 
DUAL  ENROLLEBS 


Policymakers1  interests  have  recently  focused  on  a  special 
subset  of  Medicaid  enrollees  who  are  dual  enrollees  —  individuals 
enrolled  in  both  Medicare  and  Medicaid.    Their  eligibility  for 
Medicare  indicates  that  they  are  either  aged  or  disabled.  Their 
eligibility  for  Medicaid  indicates  that  they  are  also  "needy," 
according  to  the  financial  requirements  of  their  States'  Medicaid 
programs. 

Medicare  and  Medicaid  share  the  health  care  costs  of  dual 
enrollees  in  a  special  way.    Medicare  is  the  first  payor  for  those 
services  covered  by  both  Medicare  and  Medicaid.    Medicaid,  in  turn, 
generally  pays  the  cost-sharing  requirements  imposed  on  Medicare 
enrollees,  and  also  pays  for  those  services  covered  only  by  Medicaid. 

Dual  enrollees  are  interesting  to  policymakers  because  they 
form  a  link  through  which  changes  in  one  health  insurance  program 
may  effect  changes  in  the  other.    For  example,  increased 
cost-sharing  provisions  in  Medicare  can  shift  health  care  costs  for 
dual  enrollees  from  Medicare  to  Medicaid.     In  addition,  policymakers 
are  concerned  that  the  introduction  of  a  hospital  prospective 
payment  system  into  Medicare  may  lead  to  increased  costs  for  all 
other  payors,  including  Medicaid.     Policymakers  are  especially 
concerned  about  cost  shifting  from  Medicare  to  Medicaid  because  they 
suspect  dual  enrollees  to  be  relatively  frequent  and  costly  users  of 
health  care. 

States,  in  particular,  may  have  a  special  interest  in  observing 
expenditures  for  dual  enrollees,  because  they  have  the  option  of 
"buying-in"  Medicare  Supplementary  Insurance  (Part  B)  for  many  of 
their  aged  and  disabled  Medicaid  enrollees.    When  a  State  "buys-in" 
Medicare  Part  B  coverage  for  its  eligible  Medicaid  enrollees, 
Medicare  becomes  the  first  payor  for  a  range  of  physician, 
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outpatient,  home  health,  and  other  services.     In  return,  the  State 
Medicaid  program  pays  the  Part  B  premiums,  deductibles,  and 
coinsurance  for  these  services,  even  if  not  all  of  these  services 
are  included  in  the  State's  Medicaid  plan.    As  a  result,  buying-in 
may  significantly  alter  the  share  of  health  care  costs  borne  by 
Medicaid.     In  fact,  the  analysis  included  in  this  chapter  suggests 
States  may  realize  substantial  savings  by  buying-in  their  Medicaid 
enrollees  who  are  eligible  for  (but  not  enrolled  in)  Medicare. 

Finally,  dual  enrollees  offer  analysts  a  unique  opportunity  to 
look  at  total  health  expenditures  for  a  major  subset  of  the  Medicaid 
population.     By  looking  at  both  Medicare  and  Medicaid  program  data, 
analysts  can  identify  the  relative  importance  of  Medicaid 
expenditures  in  the  overall  health  care  costs  of  these  aged  and 
disabled  individuals. 

This  chapter  is  organized  to  address  policymakers'  key 
interests  regarding  dual  enrollees.    Section  5.1  begins  with  a  brief 
discussion  of  the  various  data  sources  and  definitions  used  in  this 
chapter.     It  is  intended  to  provide  a  consistent  set  of  terms  across 
different  data  sources  and  programs.     Section  5.2  follows  with  a 
profile  of  dual  enrollees,  and  looks  at  aged  and  disabled  dual 
enrollees  separately,  discussing  their  characteristics,  utilization 
rates,  and  expenditures.     This  section  attempts  to  determine  whether 
dual  enrollees  are,  in  fact,  extremely  frequent  or  costly  users  of 
health  care.     Section  5.3  then  reviews  State  buy-in  decisions  in 
some  detail,  and  assesses  whether  States  win  or  lose  by  buying-in 
their  dual  eligibles  on  Medicaid.    The  final  section,  5.4,  is  a 
brief  summary  section,  highlighting  the  major  findings  and 
conclusions  from  this  analysis  of  dual  enrollees. 

It  should  be  noted  that  much  of  the  analysis  in  Section  5.2 
draws  heavily  upon  research  conducted  by  others.    For  example,  much 
of  the  discussion  of  aged  dual  enrollees  is  based  on  a  recently 
published  article  by  Alma  McMillan,  Penelope  Pine,  Marian  Gornick, 
and  Ronald  Prihoda,  "A  Study  of  the  'Crossover  Population' :  Aged 
Persons  Entitled  to  Both  Medicare  and  Medicaid, "  Health  Care 
Financing  Review,  Summer  1983.    McMillan  and  Pine  also  specified 
several  tables  used  in  the  analysis  of  disabled  dual  enrollees.  In 
addition,  several  researchers  wrote  papers  using  1980  NMCUES  data  — 
papers  which  provided  much  of  the  information  on  utilization  and 
expenditures  by  dual  enrollees.     These  papers  are  cited  in  each 
exhibit. 

5.1    Data  and  Definitions 

In  theory,  dual  enrollees  are  an  easy  group  to  identify:  they 
are  those  individuals  simultaneously  enrolled  in  both  Medicare  and 
Medicaid.     In  practice,  however,  dual  enrollees  have  proven 
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extremely  difficult  to  identify.     Currently  available  data  bases 
generally  identify  only  subsets  of  dual  enrollees  —  subsets  which, 
unfortunately,  vary  across  data  bases. 

As  a  result,  several  terms  have  emerged  from  existing  data  and 
the  literature  to  describe  various  groups  of  dual  enrollees.  These 
terms  have  not  always  been  applied  consistently  across  data  bases  or 
reports.  For  the  sake  of  clarity,  the  following  terms  were  used  in 
this  chapter  to  distinguish  different  groups  of  dual  enrollees  from 
one  another 

•  Dual  enrollees:  those  individuals  simultaneously  enrolled 
in  both  Medicare  and  Medicaid.  Although  this  is  the  group 
of  primary  interest  to  policymakers,  no  existing  data  base 
identified  this  group.  (Note  that  dual  enrollees  are  a 
subset  of  dual  entitlees,  individuals  eligible  for  both 
Medicare  and  Medicaid  but  not  necessarily  enrolled  in  both 
simultaneously. ) 

•  Buy-ins :    the  subset  of  dual  enrollees  for  whom  States 
purchased  or  "bought-in"  Medicare  Part  B  coverage.  It 
included  both  recipients  and  non-recipients  of  health  care. 
(It  excluded  those  dual  enrollees  who  purchased  their  own 
Medicare  Part  B  coverage.) 

•  Cross-over  Recipients:    the  subset  of  dual  enrollees  who 
received  services  financed  by  both  Medicare  and  Medicaid, 
i.e.,  for  whom  both  Medicare  and  Medicaid  claims  were 
processed.     (It  excluded  those  dual  enrollees  who  had  claims 
processed  under  only  one  program,  and  those  who  received  no 
services  under  either  program. ) 

Unfortunately,  no  existing  data  base  described  the  population 
of  primary  interest  to  policymakers  —  all  dual  enrollees.  Four 
data  bases  did,  however,  provide  useful  information  on  different 
subsets  of  dual  enrollees: 


-^Some  readers  may  find  these  terms  slightly  confusing, 
because  they  are  sometimes  used  in  existing  literature  in  different 
ways.     McMillan,  et  al. ,  for  example,  in  a  recent  article  published 
in  the  Health  Care  Financing  Review  used  the  term  "cross-overs"  to 
describe  the  group  termed  "buy-ins"  in  this  chapter.     In  contrast, 
analysts  using  data  from  the  Tape-to-Tape  system  use  the  term 
"cross-over"  to  describe  the  group  termed  "cross-over  recipients"  in 
this  chapter. 
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•  Continuous  Medicare  History  Survey  (CMHS):    a  5%  systematic 
sample  derived  from  the  Medicare  Statistical  System.  It 
identified  buy-ins"^5  enrolled  in  Medicare  as  of  July  1, 
1978.     "Non-buy-ins"  were  defined  as  the  rest  of  the 
Medicare  population,  and  included  dual  enrollees  who 
purchased  their  own  Medicare  Part  B  coverage.     (Note  that 
the  CMHS  includes  both  the  institutionalized  and  the 
non-institutionalized. ) 

•  National  Medical  Utilization  and  Expenditure  Survey 
( NMCUES ) :    a  special  data  base  including  a  national 
household  sample  and  a  4-state  sample  of  Medicaid 
households.     The  national  household  sample  was  most  useful 
for  this  chapter,  and  identified  only  non-institutionalized 
dual  enrollees  by  person-years  of  enrollment  in  1980. 

•  New  York  Tape-to-Tape :    derived  from  the  State's  MMIS  data. 
It  identified  cross-over  recipients  by  person-years  of 
Medicaid  enrollment  in  1980  and  1981.     (Note  that 
Tape-to-Tape  also  describe  both  the  institutionalized  and 
non-institutionalized. ) 

•  HCFA  120/2082;    derived  from  monthly  and  annual  State 
Medicaid  reporting  forms.     These  data  did  not  identify 
individuals  who  were  dual  enrollees  (the  data  were  not 
person-based),  but  did  describe  aggregate  premium, 
coinsurance,  and  deductible  payments  made  by  Medicaid  to 
Medicare  on  behalf  of  buy-ins  and  cross-over  recipients  in 
1978. 

In  spite  of  the  fact  that  these  data  bases  described  different 
subsets  of  dual  enrollees,  the  findings  presented  in  this  chapter 
were  usually  generalized  to  all  dual  enrollees.     Specific  references 
to  different  subsets,  such  as  buy-ins  or  cross-over  recipients,  were 
avoided  in  order  to  make  the  analysis  more  readable.  Such 
generalizations  may,  perhaps,  be  misleading  to  the  extent  they 
ignore  important  differences  between  the  various  subsets  of  dual 
enrollees.     On  the  other  hand,  these  generalizations  are  useful  in 


J3The  CMHS  data  used  in  this  report  identified  the  subset  of 
buy-ins  who  were  enrolled  in  both  Part  A  and  Pary  B  under  Medicare. 
This  subset  was  a  fairly  large  subset  of  buy-ins,  however;  McMillan, 
et  al.  estimated  that  96%  of  all  buy-ins  had  coverage  under  both 
Parts  A  and  B. 
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that  they  represent  "best  guesses"  about  the  composition  and 
behavior  of  all  dual  enrollees. 

Specific  references  were  made  to  only  one  subset  of  dual 
enrollees  —  buy-ins  —  in  the  last  section  on  State  buy-in 
decisions.     The  distinction  between  buy-ins  and  other  dual  enrollees 
was  especially  important  in  this  section,  because  it  reflected  the 
restrictiveness  of  State  buy-in  agreements:  the  more  restrictive  the 
buy-in  agreement,  the  greater  the  difference  between  buy-ins  and  all 
dual  enrollees. 

A  special  set  of  definitions  was  also  constructed  to  clarify 
comparisons  between  Medicare  and  Medicaid  data.    Because  the 
Medicare  and  Medicaid  programs  employed  somewhat  different  terms  to 
describe  program  enrollees,  recipients,  and  expenditures,  the 
following  definitions  were  applied  throughout  this  chapter: 

•  Enrollees/Benef iciaries :    the  unduplicated  total  number  of 
persons  enrolled  in  Medicaid  or  Medicare,  including  both 
recipients  and  non-recipients  of  health  care  services. 

•  Recipients  (Users):     the  unduplicated  total  number  of 
persons  who  received  at  least  one  unit  of  service  from 
either  Medicaid  or  Medicare. 

•  Recipient  (User)   rates:     the  proportion  of  enrollees  who 
were  recipients.     Usually  expressed  as  the  number  of 
recipients  per  1,000  enrollees. 

•  Utilization  rates:    the  number  of  service  units  used  (e.g., 
visits,  discharges,  days  of  care).    Usually  expressed  per 
1,000  enrollees. 

•  Expenditures/Reimbursements :     health  care  costs  incurred  by 
individuals  and  paid  for  by  either  the  individuals, 
Medicare,  Medicaid,  or  a  third  party. 

These  terms  generally  correspond  to  Medicaid  definitions  and  may 
therefore  be  confusing  to  readers  familiar  only  with  Medicare. 
Medicare,  for  example,  generally  applies  the  term  "beneficiary"  to 
describe  both  enrollees  and  recipients.     But  because  this  report  is 
focused  on  Medicaid  evaluation  issues,  terms  consistent  with 
Medicaid  terms  were  applied  throughout  this  chapter. 

5.2    Describing  Dual  Enrollees 

People  can  become  dual  enrollees  in  a  variety  of  ways.  Most 
aged  Medicaid  enrollees,  for  example,  qualify  for  Medicare  by  virtue 
of  their  age  and  Social  Security  status.     Alternatively,  some  aged 
Medicare  enrollees  may  qualify  for  Medicaid  due  to  extremely  high 
medical  expenses  or  low  Social  Security  benefits  which  make  them 
"needy"  by  Medicaid  standards. 
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Similarly,  disabled  Medicaid  enrollees  may  qualify  for  Medicare 
by  virtue  of  their  disabilty  and  Social  Security  status.    But  they 
face  an  additional  hurdle  not  faced  by  the  aged:  they  must  either 
qualify  for  or  receive  Social  Security  disability  benefits  for  at 
least  two  years  before  they  are  eligible  for  Medicare.  Disabled 
Medicare  enrollees,  in  turn,  may  qualify  for  Medicaid  if  their 
medical  expenses  are  extremely  high  or  their  incomes  are  extremely 
low. 

In  theory,  dual  enrollees  are  easy  to  identify.     In  practice, 
they  are  extremely  difficult  to  count.    Best  estimates  of  the 
national  dual  enrollee  population  —  aged  and  disabled  combined  — 
are  derived  from  CMHS  data.    They  indicate  that  dual  enrollees 
numbered  3.3  million  in  1978,  accounting  for  roughly  12%  of  the 
Medicare  Part  B  population^  and  15%  of  the  Medicaid  population. 
Exhibit  5-1  illustrates  the  dual  enrollees'  shares  of  Medicare  and 
Medicaid  in  1978. 

Although  dual  enrollees  formed  only  small  shares  of  Medicare 
and  Medicaid  enrollment,  they  formed  larger  shares  of  total  program 
expenditures.     (This  is  probably  not  all  that  surprising,  since  dual 
enrollees  are  either  aged  or  disabled. )     For  example,  while  dual 
enrollees  accounted  for  12%  of  Medicare  Part  B  enrollment  in  1978, 
they  accounted  for  18%  of  Medicare  Part  B  expenditures. 
Corresponding  data  on  national  Medicaid  enrollment  and  expenditures 
were  not  available,  but  in  New  York,  limited  Tape-to-Tape  data 
revealed  that  dual  enrollees  contributed  15%  of  enrollment  and  48% 
of  expenditures  in  1981. 

At  least  some  of  these  relatively  high  expenditures  by  dual 
enrollees  were  driven  by  high  utilization  rates  among  dual 
enrollees.     NMCUES  data  describing  the  first  six  months  of  1980,  for 
example,  revealed  that  dual  enrollees  were  much  more  frequent  users 
of  almost  all  types  of  health  care  than  other  Medicare  or  Medicaid 
populations.     The  data  summarized  in  Exhibit  5-2  show  that  dual 
enrollees  were  far  more  frequent  users  of  inpatient  hospital  care, 
ambulatory  care,  and  prescription  drugs  than  other  Medicare  and 
other  Medicaid  enrollees.     There  was  only  one  exception  to  this 
pattern  of. frequent  use:  dual  enrollees  were  the  lowest  users  of 
dental  care. 


•^CMHS  data  compared  dual  enrollment  only  to  Medicare  Part  B 
enrollment.     It  excluded  those  Medicare  enrollees  who  had  only  Part 
A  coverage. 
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Exhibit  5-1 


National  Medicare*,  Medicaid,  and  Dual  Enrollee  Populations^  1978 
(Including  both  the  aged  and  the  disabled) 


*  Excludes  Medicare  enrollees  with  only  Part  A  coverage. 
NOTE:     These  circles  are  not  drawn  precisely  to  scale. 


Sources:     Medicare  and  buy-in  statistics  from  CMHS  (1978)  data 
published  by  Mcmillan,  Alma;  Pine,  Penelope  L . ;  Gornick,  Marian;  and 
Prihoda,  Ronald,   "A  Study  of  the  'Crossover  Population':  Aged 
Persons  Entitled  to  Both  Medicare  and  Medicaid,'     Health  Care 
Financing  Review,  Summer  1983,  vol.  4,  no.  4.     Also  from  unpublished 
CMHS  (1978)  tables  specified  by  McMillan  and  Pine.  Medicaid 
statistic  from  HCFA  2082  (1978)  data  published  in  the  Health  Care 
Financing  Review,  op .  cit . 
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Exhibit  5-2 

Selected  Six-Month  Utilization  Rates  for  All  Health  Care 

for  Non-institutionalized  Dual  Enrollees  .ind 
Other  Non-institutionalized  Health  Insurance  Groups!  1980 
(Aged  and  Disabled  Combined) 


■ — Health  Insurance 
Group 
Utilization  ^^-^^^ 

Measure  ^^^^^ 
per  1,000  enrollees  **^"^~-^. 

Dual 

Enrollees 

Medicare- 
Only 

Medicaid- 
Only 

Other 
Coverage 

No 

Coverage 

INPATIENT  CARE 

•  discharges 

290 

165 

113 

69 

64 

•    length  of  stay  (days) 

12.6 

11.3 

6.4 

6.9 

6.3 

•    days  of  care 

3,671 

1,864 

722 

474 

403 

DOCTOR  CARE 

•    total  visits 

5,146 

3,210 

2,565 

1,975 

1,416 

•    visits:  doctor  seen 

3,879 

2,701 

2,368 

1,662 

1,221 

••    specialist  seen 

1,239 

1,298 

1,188 

897 

470 

general  practit.  s 

een 

2,318 

1 ,  283 

917 

625 

618 

office  visit 

2,637 

1,908 

1,237 

1,148 

•  745 

••    hospital  outpatien 

t 

423 

326 

341 

150 

147 

••    emergency  room 

322 

120 

263 

140 

133 

••    other  location 

496 

347 

526 

224 

196 

•    visits:  doctor  not  see 

n 

1,267 

509 

197 

313 

195 

OTHER  CARE 

•  dental 

308 

540 

500 

852 

376 

•  medicine 

7,419 

5,309 

2,061 

1,785 

1,267 

*  Note  that  these  are  only  six-month  rates,  not  annual  rates.     Data  used  for  this  table  did  not 
separate  the  aged  from  the  disabled,  and  covered  only  the  first  six  months  of  1980.  Twelve-month 
data  were  not  available  in  time  for  this  report. 

**  Except  for  'length  of  stay,"  which  is  an  average,  not  a  rate. 


Source:     NMCUES  (1980)  data  reported  by  Dobson,  Allen;  Scharff,  Jack;  and  Corder,  Larry, 
"Analysis  of  the  First  Six  Months  of  Medicaid  Data  from  the  National  Medical  Care  Utilization  and 
Expenditure  Survey:     The  First  Annual  NMCUES  Medicaid  Report,"  September  1982  (the  unpublished 
version ) . 


160 


Unfortunately,  these  particular  data  provided  only  part  of  the 
story  behind  high  utilization  rates  and  high  expenditures.     They  did 
not,  for  example,  distinguish  between  aged  and  disabled  dual 
enrollees  —  two  groups  with  extremely  different  age  compositions 
and  health  conditions. 

The  rest  of  this  section  therefore  describes  aged  and  disabled 
dual  enrollees  separately,  comparing  the  characteristics, 
utilization  rates,  and  expenditures  of  each  to  those  of  other 
Medicare  and  Medicaid  enrollees. 

5.2.1    Aged  Dual  Enrollees;  Characteristics 

Aged  dual  enrollees  numbered  2.8  million  in  1978,  composing 
roughly  11%  of  aged  Medicare  Part  B  enrollment  nationwide.  This 
proportion  varied  dramatically  across  States,  ranging  from  a  low  of 
2.5%  in  New  Hampshire  to  a  high  of  31.2%  in  Mississippi. 
State-by-State  aged  dual  enrollee  shares  of  Medicare  enrollment  are 
presented  in  Exhibit  5-3. 

Such  variation  in  the  share  of  Medicare  enrollment  formed  by 
aged  dual  enrollees  may  have  been  due,  in  part,  to  two  factors:  (1) 
the  rest rictiveness  of  Medicaid  eligibility  criteria  in  each  State, 
and  (2)  the  rest rictiveness  of  buy-in  agreements  in  each  State.  In 
States  with  very  restrictive  Medicaid  eligibility  criteria,  many 
aged  Medicare  beneficiaries  might  not  have  qualified  for  Medicaid. 
Similarly,  in  States  with  very  restrictive  buy-in  agreements,  some 
aged  Medicaid  enrollees  might  not  have  acquired  Medicare. ^' 

As  a  group,  aged  dual  enrollees  were  older,  with 
disproportionately  more  women  and  minorities  than  the  rest  of  the 
aged  Medicare  population.     Exhibit  5-4  presents  the  age,  race,  and 
sex  composition  of  aged  dual  enrollees  and  aged  Medicare-only 
enrollees.     Roughly  57%  of  aged  dual  enrollees  were  75  and  older, 
compared  to  38%  of  aged  Medicare-only  enrollees.     68%  of  dual 
enrollees  were  female,  compared  to  59%  of  aged  Medicare-only 
enrollees.     And  24%  of  aged  dual  enrollees  were  non-white,  compared 
to  9%  of  aged  Medicare-only  enrollees.     Such  compositional 
differences  were  not,  however,  surprising,  since  they  were 
consistent  with  widely  held  notions  of  how  the  elderly  poor  and 


J 'This  may  be  an  especially  important  factor  in  explaining  the 
variation  in  proportions  described  in  Exhibit  5-4,  since  these  data 
referred  to  the  proportion  of  Medicare  Part  B  enrollees  who  were 
buy-ins. 
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Exhibit  5-3 


Aged  Dual  Enrollees  as  a  Percentage  of  Aged  Medicare  Part  B  Enrollment, 

by  State:  1978 


Total  Aged  Part  B 

Total  Aged 

Aged  Dual  Enrollees 

STATE 

Enrollment 

Dual  Enrollees 

as  %  of  Part  B 

(  000 ) 

(  000  ) 

Enrollment 

U.S.  TOTAL 

24  ,  703 . 7 

2, 818. 6 

11.4% 

Alabama 

420.  8 

117.3 

27.9% 

Alaska 

8.  7 

0 

0% 

Ari  zona 

-  NO  MEDICAID  PROGRAM 

Arkansas 

300.1 

72.  8 

24.  3% 

California 

2, 300. 5 

513.6 

22.3% 

Colorado 

237.  4 

32.2 

13.6% 

Connecticut 

353.  6 

8.6 

2.4% 

Delaware 

57.9 

3.8 

6.6% 

D.C. 

68.5 

13.1 

19.1% 

Florida 

1,495.4 

126.  9 

8.5% 

Georgia 

486.1 

117.5 

24.  2% 

Hawa  ii 

68.2 

9.  7 

14.2% 

Idaho 

90.  6 

6.4 

7.1% 

11 linois 

1 , 245. 0 

48.1 

3.9% 

Indiana 

578 .  7 

33.  6 

5.8% 

Iowa 

392.  6 

32.2 

8.2% 

Kansas 

306 .  8 

26.7 

8.7% 

Kentucky 

403.  4 

62.3 

15.4% 

Louisiana 

364 . 0 

0 

0% 

Maine 

142.4 

14.6 

10.3% 

Maryland 

368.5 

42.1 

11.4% 

Massachusetts 

718.6 

89.  6 

12.5% 

Michigan 

911 . 4 

59 .  9 

6.6% 

Minnesota 

480.9 

16.6 

3.5% 

Mi  ssi  ss  ippi 

m  q 

86.6 

31 .  2% 

M  i  ssou  r i 

643.2 

65.6 

10.  2% 

Montana 

84.1 

7.  9 

9.  4% 

Nebraska 

6 . 6 

3.  2% 

Nevada 

C  "7  A 

4.6 

8.  0% 

New  Hampshire 

101.4 

2.5 

2 .  5% 

New  Jersey 

850.1 

65 . 5 

7 . 7% 

New  Mexico 

106.7 

16.8 

15.7% 

New  lork 

2,160.1 

204.3 

9.  5% 

North  Carolina 

568. 1 

84.  4 

14.9% 

North  Dakota 

81.4 

4.  0 

4 .  9% 

Ohio 

1,154. 2 

83.  3 

7 . 2% 

Oklahoma 

360.0 

44 .  9 

12.5% 

Oregon 

288.2 

0 

0% 

Pennsylvania 

1     cm  cr 
I , DU / . 3 

85.1 

5.  6% 

Rhode  Island 

124.6 

9.0 

7.2% 

South  Carolina 

266.  6 

61.1 

22.  9% 

South  Dakota 

91.7 

5.9 

6.4% 

Tennessee 

495.1 

85.  9 

17.4% 

Texas 

1,297.4 

250.9 

19.3% 

Utah 

101.5 

6.3 

6.2% 

Vermont 

58.7 

5.4 

9.2% 

Virginia 

472.0 

61.0 

12.9% 

Washington 

411.9 

42.9 

10.4% 

West  Virginia 

233.6 

22.2 

9.5% 

Wisconsin 

568.  3 

42.2 

7.4% 

Wyoming 

37.1 

0 

0% 

Source:  CMHS  (1978)  data  published  by  McMillan,  et  al.,  Health  Care  Financing 
Review,  op .  cit . 
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Exhibit  5-4 


Age,  Sex,  and  Race  Composition  of  Aged  Dual  Enrollees  and 
Other  Aged  Medicare  Enrollees,  1978 


AGED  DUAL  ENROLLEES 


OTHER  AGED  MEDICARE 
ENROLLEES 


1.00  -| 


1.00  -, 


SEX 


male       female  ™a-ie  female 


1.00 


RACE 


.SO  - 


.74 


white 


1.00 


,50  ~ 


.24 


black 


,02 
other 


,91 


white 


.06  .03 
black  other 


Source:  CMHS  (1978)  data  as  published  by  Mcmillan,  et  al.,  Health 
Care  Financing  Review,  op.  cit. 
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non-poor  compare:  the  elderly  poor  are  generally  older,  with 
disproportionately  more  women  and  minorities  than  the  elderly 
non-poor. 

Aged  dual  enrollees  also  appeared  to  have  poorer  health  than 
their  counterparts  with  only  Medicare  coverage.    Aged  dual 
enrollees,  for  example,  had  age-adjusted  death  rates  53%  higher  than 
other  aged  Medicare  enrollees  in  1978.     In  addition,  55%  of  aged 
dual  enrollees  reported  their  health  as  fair  or  poor,  compared  to 
37%  of  all  aged  Medicare  beneficiaries.     Health  status  and  death 
rates  for  aged  dual  enrollees  are  presented  in  Exhibit  5-5. 

There  were  ample  data  in  the  CMHS  and  NMCUES  data  bases  to 
describe  differences  between  aged  dual  enrollees  and  their 
Medicare-only  counterparts.     It  was,  however,  virtually  impossible 
to  compare  aged  dual  enrollees  to  their  Medicaid-only  counterparts. 
This  was  probably  due  to  the  fact  that  there  were  very  few  aged 
Medicaid-only  enrollees  at  any  point  in  time;  most  aged  Medicaid 
enrollees  qualified  for  Medicare  by  virtue  of  their  age  and  Social 
Security  coverage.     In  New  York,  for  example,  dual  enrollees 
accounted  for  77%  of  aged  Medicaid  enrollment  and  90%  of  aged 
Medicaid  recipients  in  1981.    Thus,  most  data  did  not  describe  the 
relatively  small  aged  Medicaid-only  population.     Exhibit  5-6 
illustrates  aged  dual  enrollee  shares  of  aged  Medicare  and  aged 
Medicaid  enrollment  nationwide  for  1978  (as  derived  from  CMHS  and 
HCFA  2082  data) . 

5.2.2    Aged  Dual  Enrollees  Utilization  and  Expenditures 

Compared  to  other  aged  users  of  health  care,  aged  dual 
enrollees  were  clearly  among  the  most  frequent  and  costly  users  of 
health  care. 

In  the  Medicare  program,  for  example,  aged  dual  enrollees  had 
Medicare  reimbursements  per  enrollee  which  were  60%  higher  than 
those  for  aged  Medicare-only  enrollees  (see  Exhibit  5-7).    Part  of 
the  difference  between  dual  enrollees  and  other  aged  Medicare 
enrollees  was  probably  due  to  age.    But  even  after  adjusting  for 
differences  in  age,  aged  dual  enrollees  had  disproportionately  high 
expenditures  and  utilization  rates.     For  example,  age-adjusted 
reimbursements  per  enrollee  were  50%  higher  for  dual  enrollee  than 
for  other  aged  Medicare  enrollees.     Age  adjusted  recipient  rates 
were  also  dramatically  higher  for  dual  enrollees  in  each  major 
service  category,  ranging  from  30%-100%  above  rates  for  other  aged 
Medicare  enrollees. 

In  addition  to  having  disproportionately  high  utilization 
rates,  aged  dual  enrollees  also  incurred  higher  Medicare  costs  per 
recipient  than  other  aged  Medicare  enrollees.     Medicare  data  in 
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Exhibit  5-5 

Health  status,  1980,  and  Death  Rates,  1978,  for  Aged  Dual 


Enrollees  and  Aged  Medicare  Comparison  Groups 


AGED  DUAL  ENROLLEES 


1.00  -i 


PERCEIVED  HEALTH  STATUS 

(NMCUSS,  1980) 
(Non-institutionalized  only) 

l.OO-i 


ALL  AGED  MEDICARE  ENROLLEES 


.50  - 


.33 


.11 


.28  .27 


excellent    good         fair  poor 


.50  - 


,37 


,26 


.25 


.12 


3> 


excellent    good       fair  poor 


DEATH  RATES 

(CMHS,  1978) 


.10  ~ 
.08  - 

.06 
.04 
.02  H 


AGED  DUAL  ENROLLEES 
(proportion  dying) 
.092 


.075 


■ 


unadjusted  age- 
adjusted 


■  OTHER  AGED  MEDICARE  ENROLLEES 
(proportion  dying) 


.10- 
.08  - 

.06 
.04  - 

.02 


.051 


.049 


unadjusted  age- 
adjusted 


*  Adjusted  to  correspond  to  the  age  profile  of  the  total  aged 
Medicare  population. 


Sources:     NMCUES  (1980)  data  reported  by  Garfinkel,  Steven  A.  and 
Corder,  Larry  S.  in  "The  Use  of  Supplemental  Health  Insurance  Plans 
oy  Aged  Medicare  Beneficiaries, "    April  1983  (unpublished).  Also 
CMHS  (1978)  data  published  by  Mcmillan,  et  al. ,  Health  Care 
Financing  Review,  op.  c it . 
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Exhibit  5-6 

Aged  Dual  Enrollees  and  Their  Shares  of  Aged  Medicare  and 


Medicaid  Enrollment:  1978 


Sources:     Medicare  and  buy-in  statistics  from  CMHS  (1978)  data 
published  by  McMillan,  et  al. ,  Health  Care  Financing  Review,  op. 
cit.     Medicaid  statistic  from  HCFA  2082  (1978)  data  published  in  the 
Health  Care  Financing  Review,  op .  cit . 
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Exhibit  5-7  indicate  that  aged  dual  enrollees  had  Medicare 
reimbursements  per  recipient  10%-20%  higher  than  the  aged 
Medicare-only  population. 

Looking  beyond  those  services  covered  only  by  Medicare  to  all 
health  care  services,  aged  dual  enrollees  were  the  highest  users  of 
inpatient  and  ambulatory  care  among  all  other  aged  groups  observed. 
1980  NMCUES  data,  summarized  in  Exhibit  5-8,  indicate  that  aged  dual 
enrollees  had  higher  inpatient  and  ambulatory  utilization  rates  than 
aged  Medicare-only  beneficiaries  with  private  insurance  (who  were 
2nd),  aged  Medicare-only  beneficiaries  with  no  other  insurance  (who 
were  3rd),  and  other  aged  individuals  with  no  Medicare  coverage  at 
all. 

Aged  dual  enrollees  were  particularly  high  users  of  inpatient 
care,  with  hospital  discharge  and  total  hospital  day  rates  90%-270% 
higher  than  the  other  aged  groups  surveyed.     But  aged  dual 
enrollees'  average  length  of  stay  varied  from  10%  below  to  10%  above 
the  average  length  of  stay  of  other  groups.     In  other  words,  aged 
dual  enrollees  went  to  the  hospital  far  more  frequently  than  other 
aged  groups,  but  once  there,  stayed  for  roughly  comparable  lengths 
of  time. 

Aged  dual  enrollees  were  also  the  highest  users  of  ambulatory 
care,  but  the  differences  between  dual  enrollees  and  other  aged 
groups  were  somewhat  smaller  than  those  found  in  inpatient  care. 
Ambulatory  and  physician  rates  for  aged  dual  enrollees  were  20%-150% 
higher  than  those  for  other  aged  groups. 

More  detailed  NMCUES  utilization  data  presented  in  Exhibit  5-9 
reveal  that  these  especially  high  utilization  rates  for  aged  dual 
enrollees  were  the  result  of  two  factors:   (1)  aged  dual  enrollees 
had  disproportionately  more  users  than  the  other  aged  groups,  and 
(2)  aged  dual  enrollees  had  disproportionately  more  "high  users" 
than  the  other  aged  groups. 

Given  these  especially  high  utilization  rates  for  aged  dual 
enrollees,  it  was  not  surprising  to  find  that  aged  dual  enrollees 
incurred  total  health  care  costs  per  capita  which  were  80%-180% 
higher  than  those  of  other  aged  Medicare  beneficiaries.     In  1980, 
non-institutionalized  aged  dual  enrollees  incurred  annual  total 
health  care  costs  of  $3,106  per  capita,  compared  to  $1,767  for  aged 
Medicare-only  beneficiaries  with  private  coverage  and  $1,104  for 
aged  Medicare-only  beneficiaries  without  private  coverage. 

But  in  spite  of  their  higher  total  expenditures,  aged  dual 
enrollees  faced  much  lower  out-of-pocket  expenditures  per  capita 
than  other  aged  groups.     In  1980,  aged  dual  enrollees  spent  an 
average  of  $233  per  year  out-of-pocket,  while  aged  Medicare-only 
beneficiaries  with  private  coverage  spent  $352  and  aged 
Medicare-only  beneficiaries  without  private  coverage  spent  $319. 
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Exhibit  5-8 


Selected  Utilization  Rates  for  Non-Institutionalized  Aged  Dual  Enrollee  and  Qttver  Non- 
Institutionalized  Aged  Groups:     All*  Inpatient  and  Ambulatory  Services;  I960 


Aged 

Dual  Enrollees 

Aged  Medicare-Only 
W/No  Private 

Aged  Medicare-Only 
Plus  Private 

Aged  Without  Medicare 

INPATIENT  HOSPITAL  CARE 

•  Discharges/1000  persons 

706 

248 

370 

220 

•  Total  days  of  care/ 
1000  persons 

8,044 

2,968 

3,734 

2,202 

•  Average  length  of  stay 
(days) 

11.39 

11.99 

10.08 

10.01 

AMBULATORY  CARE 

•  Ambulatory  visits/person 

11.05 

5.64 

9.12 

4.41 

•  Physician  visits/person 

9.15 

4.39 

7.05 

4.09 

Ratio  of  Aged  Dual  Enrollee  Utilization  Rates  to  Other  Group  Rates 


Aged  Medicare-Only 
W/No  Private 

Aged  Medicare-Only 
Plus  Private 

Aged  Without  Medicare 

INPATIENT  HOSPITAL  CARE 

•  Discharges/1000  persons 

2.8 

1.9 

3.2 

•  Total  days  of  care/ 
1000  persons 

2.7 

2.2 

3.7 

•  Average  length  of  stay 
(days) 

AMBULATORY  CARE 

0.9 

1.1 

1.1 

•  Ambulatory  visits/person 

2.0 

1,2 

2.5 

•  Physician  visits/person 

2.1 

1.3 

2.2 

*Not  limited  to  services  paid  for  by  Medicare. 

NOTE:    Persons  defined  as  person-years  of  enrollment* 

Source:  NMCUES  (1980)  data  reported  by  Garfinkel,  Steven  A.;  Corder,  Larry  S;  and  Dobson,  All«,  'Health 
Services  Utilization  in  the  U.S.  Population  by  Health  Insurance  Coverage"  (unpublished). 
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Exhibit  5-9 


Percentage  Distribution  of  Low  and  High  Users  Among  Non-Institutionalized  Aged  Dual 
Enrollees  and  Other  Aged  Medicare  Enrollees;  1980 


Medicare-Only/ 
No  Private 

Medicare-Only/ 

T  rllvaLC 

No 

•    no  discharges 

•  Do 

.83 

.79 

•  88 

•    1  discharge 

•  ID 

•  1  J 

•  14 

l  n 

•    2  or  more  discharges 

.17 

.05 

.08 

.02 

1.00 

1 .00 

1.00 

1.00 

AMBULATORY  VISITS 

•    no  visits 

.07 

.25 

.  12 

.411 

•    1-4  visits 

.29 

.34 

.34 

.23 

•    5+  visits 

.64 

.41 

.54 

.37 

1.00 

1.00 

1.00 

1.00 

PHYSICIAN  VISITS 

•    no  visits 

.09 

.28 

.16 

.40 

•    1-4  visits 

.33 

.36- 

.37 

.23 

•     5+  visits 

.58 

.36 

.48 

.37 

1.00 

1.00 

1.00 

1.00 

Source:     NMCUES  (1980)  data  reported  by  Garfinkel,  et  al.  ,  op_.  cit. 
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As  as  result,  aged  dual  enrollees  paid  a  far  smaller  fraction 
of  total  health  care  costs  out-of-pocket  than  other  aged  Medicare 
beneficiaries.    On  average,  out-of-pocket  expenditures  for  aged  dual 
enrollees  equalled  only  7%  of  total  costs  incurred,  compared  to 
20%-29%  for  other  aged  Medicare  beneficiaries.     Exhibit  5-10 
presents  mean  total  charges  and  mean  out-of-pocket  expenditures  per 
aged  dual  enrollee  and  other  aged  individuals  in  1980. 

Since  out-of-pocket  expenditures  played  a  disproportionately 
small  role  in  the  total  health  care  costs  of  aged  dual  enrollees, 
who  paid  the  rest  of  their  health  care  charges?    1980  NMCUES  data 
indicate  that  over  half  (57%)  of  aged  dual  enrollees'  total  charges 
were  paid  by  Medicare.    The  remainder  came  primarily  from  Medicaid 
(37%).     Exhibit  5-11  describes  the  distribution  of  mean  annual  per 
capita  expenditures  by  source  of  payment  for  aged  dual  enrollees  and 
aged  Medicare-only  enrollees. 

Exhibit  5-11  also  shows  that  aged  dual  enrollees  relied  far 
more  heavily  on  public  sources  of  payment  than  other  aged  Medicare 
beneficiaries.     But  the  difference  between  dual  enrollees  and  other 
aged  Medicare  beneficiaries  was  primarily  due  to  Medicaid's 
contribution,  not  Medicare's.    Medicare  provided  roughly  comparable 
shares  of  expenditures  for  all  groups  of  aged  Medicare  enrollees: 
57%  of  expenditures  for  aged  dual  enrollees  and  54%-67%  of 
expenditures  for  other  aged  Medicare  enrollees.     In  contrast, 
Medicaid  provided  37%  of  expenditures  for  aged  dual  enrollees,  but 
nothing  to  other  aged  Medicare  enrollees;  this  latter  group  relied 
more  heavily  on  private  insurance  and  out-of-pocket  expenditures. 

5.2.3    Disabled  Dual  Enrollees:  Characteristics 

Disabled  dual  enrollees  numbered  0.5  million  in  1978,  and 
formed  roughly  21%  of  disabled  Medicare  Part  B  enrollment  and  20%  of 
disabled  Medicaid  recipients.     Exhibit  5-12  illustrates  the  disabled 
dual  enrollee  share  of  Medicare  and  Medicaid  enrollment  in  1978. 

The  share  of  Medicare  enrollment  formed  by  disabled  dual 
enrollees  varied  dramatically  across  States.    State-by-State  dual 
enrollment  shares  of  disabled  Medicare  enrollment,  presented  in 
Exhibit  5-13,  ranged  from  a  low  of  0.6%  in  Louisiana  to  a  high  of 
47.2%  in  California.     This  variation  was  probably  due,  in  part,  to 
the  restrictiveness  of  each  State's  Medicaid  eligibility  criteria 
and  the  restrictiveness  of  each  State's  buy-in  agreement. 

Compared  to  disabled  Medicare-only  enrollees,  disabled  dual 
enrollees  were  younger,  with  disproportionately  more  women  and 
minorities.     Exhibit  5-14  compares  the  age,  sex,  and  race 
composition  of  disabled  dual  enrollees  and  disabled  Medicare-only 
enrollees  in  1978.     Roughly  36%  of  disabled  dual  enrollees  were 
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Exhibit  5-11 


Total  Health  Car.  Expenditures  from  All  Sources  for  Non-Institutionalized ^ Aged  Dual 
 Enrollees  and  Other  Non-Institutionalized  Aged  Medicare  Enrol leeSi_1980 


Aged  Dual  Enrollees* 


Aged  Medicare-Only/ 
No  Private** 


Aged  Medicare-Only/ i 
+  Private 


•  %  of  total  Aged 
Medicare  enrollment 


•  %  of  total  Aged 
health  care  charges 
(all  sources) 


•  mean  per  capita  charges 


•  %  distribution  of 
charges  by  source 

-  out-of-pocket 

-  Medicare 

-  Medicaid 

-  private 

-  other 

-  unknown 


10% 


18% 


$3,133  *** 


4% 
57% 
37% 
1% 
0% 
1% 


21% 


13% 


$1,087 


29% 
6  7% 
0% 
0% 
1% 
1% 


67% 


68% 


$1,818 


20% 
54% 
0% 
21% 
3% 
1% 


*  Because  of  the  construction  of  the  tables  in  the  report  used  for  this  table,  this 
first  column  excludes  aged  dual  enrollees  who  also  had  private  insurance  (i.e.,  those 
covered  by  Medicare,  Medicaid,  and  private  insurance).     These  dual  enrollees  — who  form 
19%  of  the  non-institutionalized  dual  enrollee  population  —  are  included  in  the  third 
column:     Aged  Medicare-Only  +  Private. 

**  Excludes  the  1%  of  Aged  Medicaid  enrollees  who  have  no  private  coverage  or  Medicaid, 
but  who  do  receive  sizeable  contritutions  from  other  sources. 

***    Differs  from  the  corresponding  number  in  Exhibit  5-11  because  it  includes  persons 
64  and  65  years  of  age. 


Source:     NMCUES  (1980)  data  reported  by  Garfinkel,  et  al.,  0£.  cit. 
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Exhibit  5-12 


sabled  Dual  Enrollees    and  Their  Shares  of  Disabled  Medicare 
and  Medicaid  Enrollment:  1978 


Sources:    Medicare  and  buy-in  statistics  from  CMHS  (1978)  data  in 
unpublished  tables  specified  by  Mcmillan  and  Pine.  Medicaid 
statistic  from  HCFA  2082  (1978)  data  published  in  the  Health  Care 
Financing  Review,  op.  cit . 
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Exhibit  5-13 


Disabled  Dual  Enrollees  as  a  Percentage  of  Disabled  Medicare  Part  B 
Enrollment,  by  state:  1978 


Trtf  al      ni  eahlo^ 
lOCai  UlSaDleu 

fare  a  enrollment- 

Tnf  a  1      ni  e  a  K 1  aH 

Dual  Enrollees 

1*1  i  ea  K1  a  A  Final 

or  KiSaDj.eu  fare  a 

U  •  O  •     iU  1  ALi 

9  m  ^  son 

c; ^ n  99n 

J  jUr  u 

91  la 

Alabama 

54,920 

13,260 

24.1% 

Alaska 

1,280 

4  0 

3*1% 

Ar  izona 

27,4  80 

2,660 

9.6% 

Arkansas 

40,920 

10 , 060 

24.5% 

California 

icq  ndn 
2b  y , U4U 

122, 44  0 

4  7.2% 

Colorado 

21,140 

3,980 

18.8% 

Connecticut 

26,820 

2,180 

3 . 1% 

Delaware 

5,760 

980 

17.0% 

D .  C . 

7,660 

2,860 

37.3% 

Florida 

121 ,540 

17, 420 

14.3% 

Geo  rgia 

80,120 

19,280 

24.0% 

Hawai  i 

c  ton 

Of  JOU 

9  ecu 
z  ,  o  o  U 

40.4% 

Idaho 

8,680 

1  700 

1  Q  ca 

Illinois 

99  680 

5  760 

c.  7a 

Indiana 

cc  p  4  n 

J  J  ,  Q  *T  u 

7  9  n 

0  ,  /  Z  u 

1  9  m4 

1  z  *  u« 

Iowa 

9  6    c  n  n 

9  9  n 

1  Q     7  4 

l  y  •  /  5 

Kansas 

i  q  i  a  n 

4   q  n  n 
4 ,  yuu 

9  C  fa 
Z  0  •  D« 

rstr  n  l  lh-  k  y 

53  360 

10, 400 

T .  i*>  n  l  c  i  ana 
J-* u  u  i  blend 

52  680 

320 

n  £  a 

13 , 260 

3  540 

9  6  7a 

Maryl  a  nrf 
"ai  j  iol  1VJ 

34  580 

ft  9  ft  n 

9  7  Oft 

zo  •  y* 

57  100 

16,400 

9ft  7a 
z  o .  '  * 

Mi  fli  i  nan 
1 1  J.  <—  i]  xy  d  11 

iin  n 
iiu,  o  **  u 

1  q    i  en 

17  9a 
i  /  •  z* 

32  640 

i  4 an 

J,tOU 

i  n  £a 

Mississi  ppi 

*t  u ,  U  4  u 

p   79 n 
O  ,  /zu 

9  1  "7» 
Z  1  .  /  * 

Mi  ssouri 

cq  pen 

q  t  a  n 

i  c     c  a 
13  •  O* 

M  ont  ana 

p  a  a  n 

i    q  c  n 
i ,  y  o  u 

-  J  .  1% 

Ne  br  a  ska 

it    q  9  n 
1 1 ,  y  z  U 

i   q  fi  n 
i;  you 

16.4% 

Ne  vada 

Of  oou 

a  9  n 

y  •  u* 

New  Hampshire 

p  1 9  n 

O  ,  J  Z  U 

04U 

"7  Cl 

New  Jersey 

/  y ,  b  4  u 

1 3 1  98  0 

17.5% 

New  Mexico 

13,360 

2,800 

20  •  9% 

iNew  iork 

i  q  q  con 

l  yy , b  o  u 

4  3, 640 

21 .  8% 

North  Carolina 

79 , 060 

14,4  00 

18.2% 

North  uaKota 

4,980 

CCD 

o  oU 

13.2% 

Ohio 

19  9    C A n 
1  Z  Z  , 04  U 

9  9     Q  9  0 

18.6% 

ni-  i  —      m  — 

UKiahoma 

34,500 

4,140 

12.0% 

Oregon 

25 , 34  0 

420 

1.6% 

Pennsylvania 

144, 700 

22, 020 

15.2% 

Rhode  Island 

11 , 100 

*>  Tin 

20.1% 

South  Carolina 

45,240 

10, 640 

23.5% 

South  Dakota 

6,600 

1,320 

20.0% 

Tennessee 

66,880 

13,100 

19.5% 

Texas 

122,800 

27,600 

22.  4% 

Utah 

8,540 

1,560 

18.2% 

Vermont 

5,  680 

1,500 

26.  4% 

Virginia 

57,640 

13,240 

22.9% 

Washington 

38,980 

10,320 

26.  4% 

West  Virginia 

40,620 

4,940 

12.1% 

Wisconsin 

45,500 

11,300 

24.  8% 

Wyoming 

2,540 

40 

1.5% 

Source:     CMHS  (1978)  data  in  unpublished  tables  specified  by  Mcmillan  and  Pine. 
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Exhibit  5-14 

Age,  Sex,  and  Race  Composition  of  Disabled  Dual  Enrollees  and  Other 
Disabled  Medicare  Enrollees:  1978 


DISABLED  DUAL  ENRQLLEES 


1.0  -i 


AGE  8.5- 


0.64 


0.30 


0.06 


i        i  i 

<2S       25-44  45-64 
YEARS 


1.8-1 


SEX  8.5- 


0.51 


0.49 


male  femali 


OTHER  DISABLED  MEDICARE 
ENROLLEES 


l.O-i 


0.5  - 


0.79 


0.19 


0.02 


i  I  I  I 

<  25       25-44  45-54 


YEARS 


1.0  -i 


0.5  - 


0.64 


0.36 


male  female 


l.Q  -i 


RACE  8.5- 


0.74 


0.25 


white  non-white 


1.0  -i 


0.5  -( 


0.84 


0.14 


white  non-white 


Source:  CMHS  (1978)  data  in  unpublished  tables  specified  by 
Mcmillan  and  Pine. 
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under  45,  compared  to  21%  of  disabled  Medicare-only  enrollees.  In 
addition,   49%  of  disabled  dual  enrollees  were  female,  compared  to 
36%  of  disabled  Medicare-only  enrollees.     And  25%  of  disabled  dual 
enrollees  were  non-white,  compared  to  14%  of  disabled  Medicare-only 
enrollees. 

The  disproportionate  presence  of  women  and  minorities  among 
disabled  dual  enrollees  seems  consistent  with  demographic 
differences  between  the  poor  and  non-poor:  one  would  expect  dual 
enrollees  (who  qualify  for  Medicaid)  to  have  more  women  and 
minorities  than  their  counterparts  who  have  only  Medicare  coverage. 

The  relative  youth  of  disabled  dual  enrollees  compared  to  other 
disabled  Medicare  enrollees  may  be  explained,  in  part,  by  the  fact 
that  disabled  persons  over  45  probably  have  more  resources  than 
disabled  persons  under  45,  and  thus,  are  less  likely  to  qualify  for 
Medicaid.     For  example,  disabled  persons  over  45  have  probably  been 
in  the  workforce  longer  than  their  younger  counterparts,  and  thus 
have  probably  accumulated  more  assets,  higher  Social  Security 
benefits,  and  higher  private  pension  benefits.     They  may  also  have 
older  children  who  can  contribute  to  their  health  care  and  other 
living  expenses.     It  is  therefore  not  surprising  to  find  that 
disabled  dual  enrollees  were  younger  than  the  rest  of  the  disabled 
Medicare  population. 

There  was  very  little  information  comparing  the  health  status 
of  disabled  dual  enrollees  to  disabled  Medicare-only  beneficiaries. 
CMHS  data  on  death  rates,  however,   indicated  that  disproportionately 
fewer  disabled  dual  enrollees  died  during  1978  than  disabled 
Medicare-only  beneficiaries.     Exhibit  5-15  indicates  that  even  after 
adjusting  the  death  rates  to  control  for  the  relative  youth  of 
disabled  dual  enrollees,  death  rates  for  disabled  dual  enrollees 
were  14%  lower  than  those  for  other  disabled  Medicare  enrollees. 

In  theory,  disabled  dual  enrollees  can  also  be  compared  to  a 
sizeable  disabled  Medicaid-only  population.     Unfortunately,  national 
data  comparing  disabled  dual  enrollees  and  other  disabled  Medicaid 
recipients  were  not  yet  available. At  present,  limited  Medicaid 
enrollment  data  for  only  the  State  of  New  York  permit  a  comparison 
between  disabled  dual  enrollees  and  the  total  disabled  Medicaid 
population.     Though  New  York  is  hardly  representative  of  the 
national  Medicaid  population,  it  does  provide  detailed  Medicaid 
enrollment  data  on  these  two  populations. 


J°1980  NMCUES  data  can  eventually  support  such  a  comparison, 
but  existing  tabulations  do  not  distinguish  disabled  dual  enrollees 
from  disabled  Medicaid-only  enrollees. 
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Exhibit  5-15 
Death  Rates  for  Disabled  Dual  Enrollees 


and  Other  Disabled  Medicare  Enrollees :  1978 


DISABLED  DUAL 
ENROLLEES 

(proportion  dying) 


OTHER  DISABLED 
MEDICARE 
ENROLLEES 

(proportion  dying) 


03  - 


02  - 


01  . 


(.031) 


(.028) 


unadjusted  age- 
adjusted 


03  - 


.02  ~ 


.01  _ 


(-037)  (.036) 


unadjusted  age- 
adjusted 


*  Adjusted  to  correspond  to  the  age  profile  of  the  total  disabled 
Medicare  population. 


Source:  CMHS  (1978)  data  in  unpublished  tables  specified  by 
Mcmillan  and  Pine. 


178 


In  New  York  in  1981,  disabled  dual  enrollees  had  proportions  of 
men  and  women  which  were  very  close  to  those  of  the  total  disabled 
Medicaid  population.     1981  Tape-to-Tape  data  in  Exhibit  5-16  reveal 
that  close  to  60%  of  both  disabled  dual  enrollees  and  all  disabled 
Medicaid  enrollees  were  women.     But  disabled  dual  enrollees  differed 
from  the  total  disabled  Medicaid  population  in  New  York  in  two 
important  respects.     First,  disabled  dual  enrollees  had 
disproportionately  more  persons  over  65  (32%)  than  the  total 
disabled  Medicaid  population  (12%). 39    second,  disabled  dual 
enrollees  had  disproportionately  more  medically  needy  enrollees 
(21%)  than  the  total  disabled  population  (13%).     Exhibit  5-16 
presents  sex,  age  and  eligibility  status  data  for  these  two  disabled 
groups  in  New  York. 

The  older  age  composition  of  disabled  dual  enrollees  relative 
to  all  disabled  Medicaid  enrollees  in  New  York  may  be  partially 
explained  by  differences  in  Medicare  and  Medicaid  eligibility 
requirements.     In  particular,  Medicare's  Social  Security  insurance 
requirements  tend  to  exclude  younger  disabled  Medicaid  enrollees. 
For  example,  Medicare  does  not  generally  cover  disabled  children;  it 
covers  only  the  small  fraction  of  disabled  children  who  are  children 
of  Social  Security  recipients  or  who  suffer  from  chronic  renal 
disease.     In  contrast,  Medicaid  covers  all  children  who  satisfy 
SSI's  disability  requirements.    Medicare  is  also  not  granted  until  a 
disabled  applicant  has  qualified  for  or  received  Social  Security 
disability  benefits  for  at  least  two  years.    As  a  result,  disabled 
Medicaid  enrollees  who  do  not  qualify  for  Medicare  are  likely  to  be 
younger  than  disabled  dual  enrollees  (who  do  qualify  for  Medicare). 

It  is  also  not  surprising  to  see  that  the  medically  needy  are 
disproportionately  represented  among  dual  enrollees.     Disabled  dual 
enrollees  probably  have  more  income  and  assets  than  their 
Medicaid-only  counterparts;  they  have,  for  example,  Social  Security 
benefits  to  draw  upon.     In  contrast,  disabled  Medicaid-only 
enrollees  have  not  amassed  sufficient  quarters  of  Social  Security 
coverage  to  qualify  for  Social  Security  benefits.     They  are 
therefore  likely  to  have  fewer  resources  than  dual  enrollees,  and 
thus  more  likely  to  qualify  as  categorically  needy. 

5.2.4    Disabled  Dual  Enrollees;  Utilization  and  Expenditures 

It  is,  unfortunately,  impossible  to  tell  from  existing  data 
whether  disabled  dual  enrollees  were  generally  high,  medium,  or  low 
users  of  health  care.    Disabled  dual  enrollees  did  have  higher  per 
capita  Medicare  utilization  rates  and  expenditures  than  disabled 
Medicare-only  enrollees,  but  existing  data  did  not  permit  a  national 
comparison  of  Medicaid  utilization  and  expenditures. 


jyUnlike  Medicare,  some  State  Medicaid  programs,  such  as  New 
York's,  do  not  automatically  convert  "disabled"  enrollees  to  "aged" 
enrollees  when  they  turn  age  65. 
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Exhibit  5-16 

Age,  Sex,  and  Eligibility  Distributions  of  Disabled  Dual  Enrollees 


and  All  Disabled  Medicaid  Enrollees  in  New  York:  1981 


DISABLED 

DUAL 
ENROLLEES 


ALL  DISABLED 
MEDICAID 
ENROLLEES 


AGE 


l.OO—i 


,50 


,45 


.22 


.01 


0  0 


.32 


<6     6-    18-    21-  45-    65+  (yrs.) 
17      20      44  64 


1.00—t 


,50  — 


.47 


.30 


.02  .03  , 


.12 


(6     6-    18-  21-    45-     65+  (yrs.) 
17      20    44  64 


1.00  — I 


SEX      ,50  - 


.63 


.37 


male  female 


1.00  —i 


.50  — 


.58 


.41 


male  female 


l.OO—i 


ELIGIBILITY  - 


CATEGORY 


.50  — 


.79 


.21 


CN- 
cash 


CN-  MN 
cash 


1.00  — , 


.50  — 


.87 


en- 
cash 


CN- 

cash 


.13 


MN 


Source:  New  York  Tape-to-Tape  enrollment  data  (1981)  in  Early 
Returns  Tables. 
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With  respect  to  Medicare-covered  services,  disabled  dual 
enrollees  had  Medicare  reimbursements  per  enrollee  of  $775  for  Part 
A  services  and  $544  for  Part  B  services  —  roughly  20%  and  30% 
higher  than  corresponding  reimbursements  for  disabled  Medicare-only 
beneficiaries.     Part  of  this  difference  was  due  to  higher  utilization 
rates  among  disabled  dual  enrollees;  part  was  due  to  higher 
reimbursements  per  recipient.     For  example,  Exhibit  5-17  indicates 
that  the  proportion  of  disabled  dual  enrollees  who  were  recipients 
of  Medicare  services  was  10%-20%  higher  than  the  proportion  of 
disabled  Medicare-only  enrollees  who  were  recipients. 

Disabled  dual  enrollees  also  had  disproportionately  more  users 
of  each  major  Medicare  service  than  disabled  Medicare-oniy 
enrollees:  their  user  rates  were  10%-100%  higher.     In  addition, 
disabled  dual  enrollees  had  Medicare  hospital  discharge  rates  which 
were,  on  average,  10%-20%  higher  than  those  of  disabled 
Medicare-only  enrollees. 

Currently  available  data  provide  few  clues  as  to  why  disabled 
dual  enrollees  had  higher  Medicare  utilization  rates  and 
expenditures  than  disabled  Medicare-only  enrollees.     Age  was  not, 
for  example,  a  factor:  after  the  data  were  adjusted  to  control  for 
the  relative  youth  of  disabled  dual  enrollees,  the  differences 
between  dual  enrollees  and  other  disabled  Medicare  enrollees 
increased.    Mortality  rates  also  provided  no  clue,  since  disabled 
dual  enrollees  had  lower  age-specific  death  rates  than  other 
disabled  Medicare  enrollees. 

5.3    State  Buy-in  Decisions 

Although  dual  enrollees  are,  by  definition,  enrolled  in  both 
Medicare  and  Medicaid,  not  all  dual  enrollees  have  complete  Medicare 
coverage.     Medicare,  in  fact,  consists  of  two  separate  but  related 
programs:    Medicare  Hospital  Insurance  (Part  A)  and  Medicare 
Supplementary  Insurance  (Part  B).    Aged  persons  (65  and  over)  who 
qualify  for  (or  receive)  Social  Security  or  Railroad  Retirement 
benefits  can  enroll  in  Part  A  and  Part  B,  though  a  monthly  premium 
payment  is  required  for  Part  B.    Aged  persons  who  do  not  qualify  for 
these  retirement  benefits  can  still  enroll  in  Parts  A  and  B,  but 
they  have  to  pay  a  special  monthly  premium  for  Part  A  coverage. 
Most  aged  Medicaid  enrollees  have  at  least  Medicare  Part  A  coverage, 
and  are  therefore  dual  enrollees. 

Disabled  persons  (under  age  65)  can  enroll  in  Parts  A  and  B 
only  if  they  qualify  for  (or  receive)  Social  Security  disability 
benefits  for  at  least  two  years.     There  is  no  provision  for  the 
disabled  who  do  not  qualify  for  such  benefits.     Far  fewer  disabled 
(than  aged)  Medicaid  enrollees  qualify  for  Medicare. 
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The  subset  of  aged  and  disabled  dual  enrollees  who  have  Part  B 
coverage  obtain  it  through  one  of  two  routes:  either  they  pay  the 
Part  B  premium  themselves  or  State  Medicaid  programs  pay  the  premium 
for  them.     This  latter  group  of  people  form  the  subset  of  dual 
enrollees  who  are  "buy-ins"  —  individuals  for  whom  State  Medicaid 
programs  pay  the  monthly  Part  B  premiums. 

States  elect  to  "buy-in"  Medicare  Part  B  coverage  for  some  or 
all  of  their  dual  eligibles  in  order  to  shift  somo  of  their 
physician,  outpatient,  home  health  and  other  medical  expenses  to 
Medicare.     In  "buying-in"  for  dual  eligibles,  Medicaid  programs  pay 
the  monthly  premiums  and  the  coinsurance  and  deductibles  for  Part  B 
services.     In  return,  Medicare  becomes  the  first  payor  for  all 
services  now  covered  by  Medicare  Part  B. 

Given  such  an  arrangement,  one  might  expect  States  to  "buy-in" 
for  all  their  dual  eligibles  on  Medicaid.    But,  in  fact,  they  do 
not.     Currently,  only  27  States  purchase  Medicare  coverage  for  all 
their  eligible  Medicaid  enrollees;  21  purchase  coverage  for  only 
cash  assistance  recipients,  and  the  remaining  3  have  no  buy-in 
arrangement  at  all.     Exhibit  5-18  describes  the  various  State  buy-in 
agreements  as  of  1983. 

These  interstate  differences  in  buy-in  arrangements  may  be  due, 
in  part,  to  different  financial  incentives  facing  State  Medicaid 
programs.     They  may  also  be  due  to  a  variety  of  other  factors, 
including  the  administrative  complexity  of  buy-in  arrangements. 
This  section  examines  only  the  financial  incentives  facing  State 
Medicaid  programs,  and  the  extent  to  which  variations  in  State 
buy-in  arrangements  appear  justified  by  variations  in  financial 
incentives.     The  data  in  this  section  unfortunately  date  back  to 
1978;  more  recent  data  were  not  available. 

5.3.1     Incentives  Surrounding  States'  Buy-in  Decisions 

The  Federal  government  and  the  States  share  the  cost  of  health 
care  for  dual  enrollees  in  a  complicated  fashion.  States  can  alter 
this  share  in  only  limited  ways. 

For  all  dual  enrollees,  regardless  of  buy-in  status,  Medicare 
is  the  first  payor  for  all  services  covered  by  Medicare.    This,  of 
course,  depends  on  whether  the  dual  enrollee  has  Part  A  coverage, 
Part  B  coverage,  or  both.     In  return,  Medicaid  programs  are 
obligated  to  cover  the  Medicare  deductibles  and  coinsurance  for  dual 
enrollees.     But  the  range  of  Medicare  Part  B  services  for  which 
Medicaid  programs  must  pay  deductibles  and  coinsurance  depends  on 
whether  the  dual  enrollee  is  a  "buy-in." 


183 


Exhibit  5-18 
State  Buy-in  Agreements:  1983 


States  Which  Buy-in  For  Only  Cash  Assistance  Recipients 


Connecticut 

Delaware 

Illinois 

Kentucky 

Maine 

Massachusetts 

Michigan 

Minnesota 

Missouri 

Nebraska 

New  Hampshire 


New  York 

North  Dakota 

Oklahoma 

Pennsylvania 

Rhode  Island 

South  Dakota 

Tennessee 

Vermont 

West  Virginia 

Wisconsin 


States  Which  Buy-in  For  Cash  and  Non-Cash  Recipients,  but  Which  Lack 
a  Medically  Needy  Program: 


Alabama 

Colorado 

Florida 

Georgia 

Idaho 

Indiana 

Iowa 


Mississippi 
Nevada 
New  Jersey 
New  Mexico 
Ohio 

South  Carolina 
Texas 


States  Which  Buy-in  for  Cash  and  Non-Cash  Recipients,  including  the 
Medically  Needy: 


Alaska* 
Arizona** 
Ar  kansas 
California 

District  of  Columbia 

Hawaii 

Kansas 


Maryland 
Montana 

North  Carolina 
Utah 

Virginia 
Washington 


States  with  No  Buy-in  Agreements 


Louisiana 
Oregon 
Wyomi  ng 


*  Recently  initiated.     Became  effective  October  1982.  Previously, 
Alaska  had  no  buy-in  agreement. 

**  Recently  initiated  following  introduction  of  Medicaid  in  the 

state.  Became  effective  1982.  Previously,  Arizona  bought-in  for 
only  certain  SSI  recipients. 
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For  dual  enrollees  who  are  not  buy-ins,  Medicaid  is  obligated 
to  pay  the  coinsurance  and  deductibles  for  only  those  Medicare 
services  included  in  the  State's  Medicaid  plan.     In  contrast,  for 
buy-ins,  Medicaid  is  obligated  to  pay  the  coinsurance  and 
deductibles  for  all  Part  B  services,  even  if  some  of  these  services 
are  not  included  in  the  State  plan.4^ 

States  can  also  affect  their  program  costs  by  buying-in  only 
certain  groups  of  dual  eligibles  on  Medicaid.     Current  Federal 
regulations  allow  States  to  distinguish  between  cash  and  non-cash 
Medicaid  enrollees  in  their  buy-in  agreements  with  Medicare.  They 
also  create  different  financial  incentives  for  buying-in  these  two 
groups. 

When  a  State  buys-in  Part  B  coverage  for  its  cash  assistance 
recipients,  it  pays  the  monthly  Part  B  premium,  the  Part  B 
deductible,  and  the  20%  coinsurance  on  all  Part  B  services  (except 
home  health).  1    But  the  State  can  shift  some  of  these  "buy-in 
costs"  back  to  the  Federal  government,  through  Medicaid's  Federal 
Financial  Participation  ( FFP  or  matching)  payments.     In  other  words, 
the  Federal  government  reimburses  the  State  Medicaid  program  for  its 
FFP  share  of  the  premium,  deductible  and  coinsurance  costs 
associated  with  buying-in  cash  assistance  Medicaid  enrollees. 

The  story  is  slightly  different,  however,  for  non-cash  Medicaid 
enrollees  (i.e.,  the  categorically  needy/no  cash  and  medically  needy 
populations).     For  non-cash  buy-ins,  the  State  Medicaid  program  pays 
the  Part  B  premium,  deductible,  and  coinsurance.     But  the  Federal 
government  now  reimburses  it  for  only  the  deductible  and  coinsurance 
costs  associated  with  non-cash  buy-ins;  it  will  not  provide  FFP 
reimbursement  for  the  premium  payments  associated  with  non-cash 
buy-ins. 


4URegulations  have  recently  been  proposed  to  make  cost-sharing 
on  some  Medicare  services  optional  for  State  Medicaid  programs. 
Such  rules  would  permit  States  to  opt  out  of  cost-sharing  for  those 
Part  B  services  not  included  in  the  State  Medicaid  plan. 

^Because  Medicaid  is  obligated  to  pay  the  deductibles  and 
coinsurance  for  Part  A  services  for  all  dual  enrollees  —  regardless 
of  their  buy-in  status  —  these  Part  A-related  costs  are  not  treated 
as  part  of  the  buy-in  decision.     Hence,  most  of  the  discussion  in 
this  section  refers  to  only  Part  B  services. 
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Thus,  at  first  glance,  States  appear  to  pay  more  to  buy-in  cash 
assistance  Medicaid  enrollees  than  non-cash  assistance  enrollees. 
Yet  there  is  an  additional  twist  to  the  finanical  incentives 
surrounding  buy-in  decisions:  if  a  State  elects  not  to  buy-in  for 
any  Medicaid  enrollees  who  qualifies  for  Medicare,  it  cannot  receive 
Federal  (FFP)  reimbursement  for  the  Medicaid  services  used  by  that 
enrollee.     More  precisely,  Federal  statute  prohibits  the  Federal 
government  from  providing  FFP  for  Medicaid  services  that  could  have 
been  covered  by  Medicare.     As  as  result,  a  State  could  possibly  lose 
money  if  it  does  not  buy-in  an  eligible  Medicaid  enrollee,  and  that 
enrollee  subsequently  uses  a  number  of  Medicaid  services. 

The  regulations  surrounding  State  buy-in  agreements  are 
complex,  but  a  simple  model  may  summarize  the  financial  incentives 
surrounding  buy-in  policies.  Let 

=        total  premium  costs  associated  with  buying-in  a  given 
group  of  Medicaid  buy-ins,  i,  in  a  single  State 

=       total  Medicaid  (State  plus  Federal)  program  costs  for 
deductibles  and  coinsurance  for  buy-in  group  i  in  a 
single  State 

R^    =        total  Medicare  reimbursements  for  Part  B  services  for 
buy-in  group  i  in  a  single  State 

S      =       the  State's  share  of  Medicaid  service  costs  under  FFP 
arrangements 

(1-FFP  =  S) 

i      =        1    for  cash  assistance  buy-ins 

i      =        2    for  non-cash  assistance  buy-ins 

Exhibit  5-19  summarizes  the  State's  buy-in  decision, 
incorporating  the  model's  variables.     If  a  State  buys-in  for  cash 
assistance  recipients,   it  must  pay  S(Pi  +  C^).     If,  however,  it 
does  not  buy-in  for  cash  assistance  recipients,  it  pays  R^. 
Similarly,  if  a  State  buy-ins  for  non-cash  assistance  recipients,  it 
must  pay  P2  +  S(C2);  if  it  does  not  buy-in  for  non-cash 
assistance  recipients,  it  pays  R2. 

One  can  use  R^  and  R2  to  describe  the  full  cost  of  Medicaid 
services  that  could  have  been  covered  by  Medicare,  if  one  assumes 
that  (a)  Medicare  reimbursements  exactly  match  Medicaid 
reimbursements  for  comparable  services,   (b)  the  same  services  would 
have  been  covered  by  both  Medicare  and  Medicaid,  and  (c)  States  and 
the  Federal  government  are  able  to  identify  those  persons  who  could 
be  enrolled  in  Medicare  Part  B  but  are  not.    Though  one  may  argue 
with  these  assumptions,  they  are  reasonable  for  the  purposes  of  this 
analysis. 
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In  addition,  this  model  excludes  a  source  of  potential  savings 
to  States  who  do  not  buy-in  for  all  their  dual  eligibles:  savings 
due  to  the  fact  that  they  need  not  pay  the  coinsurance  and 
deductibles  for  those  Part  B  services  not  included  in  State  plans. 
These  savings  were  excluded  from  the  model  (and  the  discussion) 
because  they  were  (a)  presumed  to  be  small,  and  (b)  impossible  to 
measure  with  existing  data  and  resources. 

5.3.2    Computing  the  Savings  from  State  Buy-in  Decisions 

Although  Congress  intended  to  encourage  all  States  to  buy-in 
for  all  dual  eligibles  on  Medicaid,  not  all  the  States  have  found 
the  incentives  compelling.    As  noted  previously,  only  27  States 
purchased  Medicare  coverage  for  all  their  dual  eligibles. 

In  order  to  better  understand  why  the  remaining  24  States  do 
not  buy-in  for  all  their  dual  eligibles,  the  "costs"  and  "returns" 
associated  with  buy-in  decisions  were  analyzed,  to  determine  whether 
buy-in  decisions  generated,  on  net,  savings  or  losses  to  various 
States.     The  costs  of  buying-in  were  defined  as  the  State's  share  of 
Medicaid  payments  for  Medicare  premiums,  deductibles,  and 
coinsurance  for  buy-ins.     The  returns  associated  with  buying-in  were 
defined  as  those  Medicare  Part  B  reimbursements  for  services  that 
State  Medicaid  programs  would  have  had  to  cover  if  they  had  not 
enrolled  their  dual  eligibles  in  Medicare.     Net  savings  due  to 
buying-in  were,  in  turn,  defined  as  the  excess  of  returns  over 
costs.     In  other  words, 

returns  costs  of  net  savings 

from  -  buying-in  =        due  to  buying-in 

buying-in 

(or  in  terms  of  the  model) 

-  S(Pi  +  C^)  =  net  savings 

(Medicare  Part  B  (State  share  of  Medicaid 

reimbursements)  payments  for  Medicare 

premiums,  deductibles, 

and  coinsurance) 

If  net  savings  were  positive,  the  State  saved  money  by  buying-in.  If 
net  savings  were  negative,  the  State  lost  money  by  buying-in. ^2 


*zNote  that  this  term  should  differ  for  cash  and  non-cash 
buy-ins.     For  cash,  the  term  should  be  S(P^  +  C^),  and  for 
non-cash  it  should  be  P^  +  SC^.     But  existing  data  bases  did  not 
permit  costs  for  cash  and  non-cash  buy-ins  to  be  disaggregated.  As 
a  result,  all  Medicaid  buy-in  costs  were  treated  like  buy-in  costs 
for  cash  assistance  enrollees,  and  it  was  assumed  that  all  premium 
expenditures  were  eligible  for  FFP.     This  had  the  effect  of 
understating  the  costs,  somewhat,  since  premium  expenditures  for 
non-cash  enrollees  were  not  eligible  for  FFP. 
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Measuring  these  "net  savings"  proved  to  be  difficult,  given 
existing  data  bases.     The  ideal  data  set  would  have  included  matched 
person-level  data  on  both  Medicare  and  Medicaid  expenditures  for 
buy-ins.     (It  would  also  have  included  detailed  data  on 
administrative  costs  associated  with  different  buy-in  policies. ) 
The  actual  data  available,  however,  were  far  from  ideal.  National 
data  on  Medicaid  and  Medicare  service  expenditures  for  buy-ins  were 
neither  matched  nor  complete.     Costs  had  to  be  derived  from 
aggregate  and  person-level  data  from  different  sources.  In 
addition,  data  on  both  Medicare  and  Medicaid  expenditures  were  only 
as  current  as  1978  —  the  most  recent  year  for  which  both  Medicare 
and  Medicaid  buy-in  data  were  available.     Finally,  data  describing 
the  administrative  costs  associated  with  different  buy-in  policies 
were  simply  not  available.     Consequently,  the  numbers  which  follow 
should  be  viewed  with  these  limitations  in  mind. 

Costs  Associated  with  Buy-In  Policies   [S(Pi  +  Cj)]..  HCFA 
120  and  2082  aggregate  data  were  the  best  sources  of  information  on 
Medicaid  premium,  deductible,  and  coinsurance  costs  for  Part  B 
services.     HCFA  120  data,  for  example,  described  Medicaid  "premium" 
payments  to  Medicare  on  behalf  of  aged  and  disabled  enrollees  for  FY 
1978.     Though  these  data  were  not  person-based,  they  corresponded 
exactly  to  the  buy-in  population,  since  buy-ins  were  the  only 
Medicaid  group  for  whom  States  made  premium  payments.     HCFA  2082 
data  supplemented  the  120  data  by  providing  data  on  Part  B 
deductible  and  coinsurance  payments  made  to  Medicare  on  behalf  of 
aged  and  disabled  dual  enrollees  for  1978. 

There  were,  however,  three  problems  with  these  HCFA  data. 
First,  the  2082  data  overstated  costs  to  the  extent  they  included 
deductible  and  coinsurance  payments  for  dual  enrollees  who  purchased 
their  own  Part  B  coverage.     Second,  several  States  did  not  submit 
complete  HCFA  120  and  2082  reports:  only  33  States  had  complete  cost 
data  for  aged  buy-ins  and  only  24  States  had  complete  cost  data  for 
disabled  buy-ins.     Third,  premium  expenditures  for  cash  assistance 
recipients  (eligible  for  FFP)  could  not  be  distinguished  from 
premium  expenditures  for  non-cash  recipients  (not  eligible  for 
FFP).    As  a  result,  FFP  ratios  were  applied  to  all  premium  costs, 
thereby  understating  actual  State  premium  costs  to  some  extent. 

Average^  state  costs  associated  with  positive  buy-in 
decisions  were  higher  for  disabled  buy-ins  than  for  aged  buy-ins: 
$110  per  disabled  buy-in  and  $73  per  aged  buy-in.     Cost  data 
presented  in  Exhibit  5-20  indicate  that  these  per  capita  costs 
varied  dramatically  across  States.     For  aged  buy-ins,  per  capita 


4JA11  averages  in  this  section  refer  to  the  "mean  State," 
where  the  denominator  is  the  total  number  of  States  rather  than  the 
total  number  of  buy-ins. 
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Exhibit  5-20 


State  Costs1  Associated  with  Buving-in,  By  State  :  1978 
(includes  Medicare  premiums,  coinsurance,  and  deductibles) 


AGED 

DISABLED 

All  states'  mean 

$73 

3110 

States  Which 

Bought 

-in  for  Only 

Cash 

Assistance  Recipients* 

Connecticut 

3158 

3   3 

Delaware 

$83 

$69 

Kentucky 

347 

3   3 

Michigan 

$66 

$89 

Minnesota 

3140 

$241 

Missouri 

$123 

3119 

Nebraska 

3112 

3155 

New  Hampshire 

3118 

3140 

North  Dakota 

37  2 

3109 

Oklahoma 

$58 

$61 

Pennsylvania 

334 

367 

Tennessee 

353 

3  3 

Vermont 

371 

3  3 

w.  Virginia 

334 

3  3 

States  Which  Bought-in 

for  Cash  and 

Non- 

Cash  Recipients,  But  Which 

Lacked 

a  Medically 

Needy 

Program** 

Georgia 

356 

3   3 

Idaho 

$43 

$48 

Indiana 

361 

3135 

Iowa 

$74 

$65 

Mississippi 

344 

335 

Nevada 

3102 

$170 

New  Jersey 

363 

376 

Ohio 

384 

$42 

Texas 

370 

386 

States  Which  Bought-in  for  Cash  and  Non-Cash  Recipients 
including  the  Medically  Needy*** 


Arkansas 

California 

District  of  Columbia 

Hawaii 

Maryland 

Montana 

North  Carolina 

Vi  rginia 

Washington 


3   J 

$478 
374 

3  3 

CI  3 
353 
376 
$115 
341 


1  Cost  data  did  not  distinguish  between  cash  and  non-cash 
recipients.     Thus,  all  premium  costs  were  reduced  to  the  state's 
FFP  share,  and  may  therefore  understate  the  premium  costs 
associated  with  non-cash  recipients. 

2  Looked  unbelievably  low;  equivalent  to  less  than  one  month's 
premium  payment.     There  were  probably  some  serious  problems  with 
this  state's  data,  but  this  figure  is  included  here  because  it 
was  derived  from  ostensibly  complete  records. 

3  Complete  data  were  not  available. 

*  Excludes  the  following  states  for  which  complete  buy-in  cost 

data  were  not  available:  Illinois,  Maine,  Massachusetts,  New 

York,  Rhode  Island,  and  South  Dakota. 
**  Excludes  the  following  states  for  which  complete  buy-in  cost 

data  were  not  available:  Alabama,  Colorado,  Florida,  New  Mexico 

and  South  Carolina. 
**  Excludes  the  following  states  for  which  complete  buy-in  cost 

data  were  not  available:  Kansas,  Utah. 


Source:  HCFA  120  and  2082  (1978)  data  from  unpublished  tables 
provided  by  HCFA. 
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costs  associated  with  positive  buy-in  decisions  ranged  from  $7  per 
aged  buy-in  in  North  Dakota  to  $158  per  aged  buy-in  in  Connecticut. 
For  disabled  buy-ins,  they  ranged  from  $35  per  disabled  buy-in  in 
Mississippi  to  $470  per  disabled  buy-in  in  California. 

Returns  Associated  with  Buy-in  Decisions  [R^].     The  data  used 
in  this  section  described  actual  Medicare  Part  B  reimbursements  made 
on  behalf  of  buy-ins.     These  data  were  used  to  approximate  what 
Medicaid  expenditures  would  have  been  if  these  people  had  not  been 
covered  by  Medicare. 

Average  State  Medicare  Part  B  reimbursements  were  higher  for 
disabled  buy-ins  than  for  aged  buy-ins:  $477  per  disabled  buy-in  and 
$320  per  aged  buy-ins.     Like  Medicaid  buy-in  costs,  Medicare 
reimbursements  varied  dramatically  across  States:  reimbursements  per 
aged  buy-in  ranged  from  $185  in  West  Virginia  to  $592  in 
California.     Reimbursements  per  disabled  buy-in  ranged  from  $171  in 
Montana  to  $1,045  in  the  District  of  Columbia.     State  by  State 
reimbursement  data  are  presented  in  Exhibit  5-21. 

Net  Savings  Associated  with  Buy-in  Decisions,    [R^  -  S(P^  +  C^)]. 
Exhibit  5-22  summarizes  available  data  on  the  net  savings  generated 
by  each  State's  buy-in  policy.     For  every  State  for  which  reasonably 
complete  cost  data  were  available,  buying-in  generated  positive 
savings.     Average  savings  for  aged  buy-ins  ranged  from  $138  per  aged 
buy-in  in  Missouri  to  $470  per  aged  buy-in  in  California.  For 
disabled  buy-ins,  average  savings  ranged  from  $118  per  disabled 
buy-in  in  Montana  to  $971  per  disabled  buy-in  in  D.C. 

Average  savings  were  also  generally  higher  for  disabled  buy-ins 
than  for  aged  buy-ins,  due  to  the  higher  per  capita  Medicare 
expenditures  incurred  by  disabled  buy-ins.     The  average  State  saved 
$367  per  disabled  buy-in  and  $246  per  aged  buy-in. 

In  an  attempt  to  explain  the  interstate  variation  in  net 
savings  from  buy-in  decisions,  average  savings  were  compared  for 
three  groups  of  States,  divided  according  to  the  restrictiveness  of 
their  buy-in  agreements  and  Medicaid  programs: 

•  States  covering  only  cash  assistance  recipients 

•  States  covering  cash  and  non-cash  assistance  recipients,  but 
lacking  a  medically  need  program 

•  States  covering  cash  and  non-cash  assistance  recipients, 
including  the  medically  needy 

Average  savings  appeared  to  vary  directly  with  the 
comprehensiveness  of  buy-in  arrangements.     In  other  words,  States 
which  included  the  medically  needy  in  buy-in  agreements  had  the 
highest  average  savings:  $327  per  aged  buy-in  and  $465  per  disabled 
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Exhibit  5-21 


Medicare  Part  B  Reimbursements  per  Buy-in,  By  State  :  1978 


AGED 

DISABLED 

All  states'  mean 

3320 

$477 

States  Which  Bought 

-in  for  Only  Cash  Assistance  Recipients* 

Connecticut 

3449 

3  1 

Delaware 

3268 

$847 

Kentuc  ky 

3187 

3   1 

Michigan 

3361 

3503 

Minnesota 

3292 

3581 

Missouri 

$261 

$261 

Nebraska 

3272 

3302 

New  Hampshire 

$289 

$476 

North  Dakota 

3249 

3295 

Oklahoma 

$247 

$267 

Pennsylvania 

3332 

3529 

Tennessee 

3204 

3  1 

Vermont 

3277 

3  1 

w.  Virginia 

3185 

3  1 

States  Which  Bought-in  for  Cash  and  Non-Cash  Recipients,  But  Which 
Lacked  a  Medically  Needy  Program** 


Georgia 

3250 

3   1 

Idaho 

$225 

3228 

Indiana 

3287 

3466 

Iowa 

3253 

3287 

Mississippi 

3246 

3640 

Nevada 

$386 

3308 

New  Jersey 

3506 

3599 

Ohio 

$329 

3357 

Texas 

3332 

3616 

States  Which  Bought-in  for  Cash  and  Non-Cash  Recipients 
including  the  Medically  Needy*** 


Arkansas 

California 

District  of  Columbia 

Hawaii 

Maryland 

Montana 

North  Carolina 

vi  rginia 

Washington 


3   1 

3780 
31,045 
3  1 
3~~  1 
3171 
3602 
3565 
3465 


L      Data  are  not  recorded  for  those  states  for  which  corresponding 
buy-in  cost  data  were  incomplete. 

*  Excludes  the  following  states  for  which  complete  buy-in  cost 
data  were  not  available:  Illinois,  Maine,  Massachusetts,  New 
York,  Rhode  Island,  and  South  Dakota. 

**  Excludes  the  following  states  for  which  complete  buy-in  cost 
data  were  not  available:  Alabama,  Colorado,  Florida,  New  Mexico 
and  South  Carolina. 


***  Excludes  the  following  states  for  which  complete  cost  data  were 
not  available:  Kansas,  Utah. 


Source:  CMHS  (1978)  data  published  by  McMillan,  et  al.,  Health  Care 
Financing  Review,  op.  cit . ,  and  from  unpublished  tables  specified  by- 
McMillan  and  Pine: 
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Exhibit  5-22 


Net  Per  Capita 

Savi  nqs 

Associated 

with 

Buyinq-in,  By  State_L.l  97  8 

(Savings  Equal  Medicare  Part 

B  Reimbursements  to  States 

Minus  Buy-in  Costs) 

AGED 

DISABLED 

All  states'  mean 

$246 

3367 

States  Which 

Bought- 

in  for  Only 

Cash 

Assistance  Recipients* 

Connecticut 

3291 

3  1 

Delaware 

$185 

3778 

Kentucky 

3140 

3  1 

Michigan 

$295 

$414 

Minnesota 

3152 

3340 

Missouri 

$138 

$142 

Nebraska 

3160 

3147 

New  Hampshire 

$171 

$336 

North  Dakota 

3242 

3186 

Oklahoma 

3189 

$206 

Pennsylvania 

3298 

3462 

Tennessee 

3151 

3  1 

Vermont 

3206 

3  1 

W.  Virginia 

3151 

3  1 

States  Which  3ought-in 

for  Cash  and  Non- 

Cash 

Recipients,  But  Which 

Lacked 

a  Medically 

Needy 

Program** 

Georgia 

3194 

3   1 

Idaho 

$182 

$180 

Indiana 

3226 

3331 

Iowa 

3179 

$222 

Mississippi 

3202 

3605 

Nevada 

$284 

$138 

New  Jersey 

3443 

3523 

Ohio 

$245 

$315 

Texas 

3262 

3530 

States  Which  Bought-in  for  Cash  and  Non-Cash  Recipients 

including  the  Medically 

Needy*** 

Arkansas 

3194 

3   1 

California 

3478 

3302 

District  of  Columbia 

3440 

3971 

Hawaii 

3457 

3  1 

Maryland 

3339 

3   1 

Montana 

$253 

$118 

North  Carolina 

3229 

3526 

Virginia 

$247 

3450 

Washington 

3303 

3424 

1     Savings  could  not  be  computed  for  those  states  for  which 
corresponding  buy-in  cost  data  were  incomplete. 


*  Excludes  the  following  states  for  which  complete  buy-in  cost 
data  were  not  available:  Illinois/  Maine,  Massachusetts,  New 
York,  Rhode  Island,  and  South  Dakota. 

**  Excludes  the  following  states  for  which  complete  buy-in  cost 
data  were  not  available:  Alabama,  Colorado,  Florida,  New  Mexico 
and  South  Carolina. 

***  Excludes  the  following  states  for  which  complete  cost  data  were 
not  available:  Kansas,  Utah. 

Sources:     HCFA  120  and  2082  (1978)  data  from  unpublished  tables 
provided  by  HCFA.     Also  CMHS  (1978)  data  published  by  McMillan,  et 
al.f  Health  Care  Financing  Review,  op.  cit . ,  and  from  unpublished 
tables  specified  by  Mcmillan  and  Pine. 
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buy-in.     In  contrast,  States  which  included  only  cash  assistance 
recipients  experienced  the  lowest  average  savings:  $198  per  aged 
buy-in  and  $318  per  disabled  buy-in.     Data  describing  the  variation 
in  savings  across  buy-in  agreements  are  summarized  in  Exhibit  5-23. 

This  pattern  in  savings  was  driven,  in  large  part,  by  patterns 
in  Medicare  reimbursements  across  States.     More  specifically,  States 
with  the  most  comprehensive  buy-in  agreements  also  had  the  highest 
average  reimbursements  ($398  per  aged  buy-in  and  $605  per  disabled 
buy-in).     Similarly,  States  with  the  least  comprehensive  buy-in 
agreements  (including  only  cash  assistance  recipients)  had  the 
lowest  average  reimbursements  ($277  per  aged  buy-in  and  $433  per 
disabled  buy-ins) . 

In  sum,  buying-in  appeared  to  be  a  "good  deal"  for  all  States 
which  bought-in:  net  savings  per  capita  were  positive  for  every 
State  identified  in  the  data.     Moreover,  net  savings  per  capita 
were,  on  average,  greatest  for  those  States  with  the  most 
comprehensive  buy-in  agreements  (covering  the  medically  needy). 

Limitations  of  the  Analysis 

The  quality  of  existing  data  severely  limited  the 
sophistication  of  the  buy-in  analysis.     Currently  available  data 
described  Medicare  reimbursements  only  for  Medicaid  enrollees  who 
were  already  buy-ins ;  they  could  not  identify  what  Medicaid  would 
have  had  to  pay  if  these  people  had  not  been  bought-in.     As  a 
result,  the  analysis  reveals  only  that  those  States  which  did  buy-in 
for  non-cash  Medicaid  enrollees  realized  higher  net  savings  than 
those  which  did  not  buy-in  for  non-cash  Medicaid  enrollees.     It  is 
therefore  possible  that  those  States  which  did  not  buy-in  for  all 
dual  eligibles  had  good  reasons  for  restricting  their  buy-in 
agreements  —  reasons  which  could  not  surface  in  this  simple  numeric 
analysis  of  buy-ins. 

For  example,  some  States  may  currently  refrain  from  buying-in 
all  dual  eligibles  because  they  believe  most  dual  eligibles  are  able 
and  likely  to  pay  their  own  Medicare  Part  B  premiums.     This  may  be 
especially  true  for  dual  eligibles  who  qualify  for  Medicaid  as 
medically  needy;  they  are  likely  to  have  (and  to  use)  their  own 
assets  to  cover  their  health  care  expenses  —  e.g.,  personal  income 
or  supplemental  private  insurance  —  before  they  qualify  for 
Medicaid.     In  such  cases,  these  individuals  may  already  be  on 
Medicare  when  they  qualify  for  Medicaid,  and  thus  may  be  paying 
their  own  Part  B  premiums. 

Other  States  may  simply  believe  buying-in  is  not  cost-effective 
because  of  the  type  of  care  their  dual  eligibles  are  likely  to 
need.     For  example,  States  with  a  large  group  of  dual  eligibles  in 
custodial  long-term  care  may  find  the  Part  B  premium  costs  greater 
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Exhibit  5-23 


High/  Low  &  Mean  Per  Capita  Savings  Associated  with  Buying-in, 
by  States  Grouped  by  Buy-in  Agreements:  1978 


AGED  BUY- INS 

#  States* 
w/Complete  Data 

High  State 

Low  State 

Mean  State 
(Unweighted) 

Agreement  includes: 
CN-cash  only 

15 

$298 

$138 

$198 

CN-cash  plus 
CN-no  cash 

9 

$443 

$179 

$246 

CN-cash; 
CN-no  cash 
plus 
MN 

9 

$478 

$194 

$327 

DISABLED  BUY-INS 

Agreement  includes: 
CN-cash  only 

10 

$778 

$142 

$318 

CN-cash  plus 
CN-no  cash 

8 

$605 

$138 

$356 

CN-cash; 
CN-no  cash 
plus 
MN 

6 

$9  71 

$118 

$465 

*  Included  only  those  states  for  which  corresponding  buy-in  cost  data  were 
available. 
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than  the  returns.     Persons  in  long-term  custodial  care  could  require 
long-term  premium  payments,  but  could  use  very  few  Part  B  physician 
and  outpatient  services.     Since  long-term  care  recipients  tend  to  be 
disproportionately  non-cash  enrollees,  some  States  could  reasonably 
exclude  non-cash  Medicaid  enrollees  from  buy-in  agreements. 

Nevertheless,  the  numeric  analysis  suggests  these  buy-in 
decisions  deserve  a  closer  look.     The  fact  that  all  States  saved 
money  by  buying-in,  especially  those  with  the  most  comprehensive 
buy-in  agreement,  suggests  that  some  States  could  do  well  to  expand 
their  buy-in  agreements  to  cover  non-cash  Medicaid  enrollees. 

Future  research  should  examine  State  buy-in  experiences  more 
closely,  in  particular,  focusing  on  the  differences  in  health  care 
utilization  patterns  between  medically  needy  and  categorically  needy 
dual  eligibles.    A  survey  of  State  buy-in  officials  could  also 
provide  important  information  that  simple  numeric  analyses  might 
miss. 

5. 4    Summary  of  Findings  on  Dual  Enrollees  and  Buy-in  Decisions 

In  general,  it  has  proven  extremely  difficult  to  identify, 
count,  and  thus  analyze  the  group  of  persons  who  are  dually  eligible 
for  or  enrolled  in  Medicare  and  Medicaid.     Currently  available  data 
bases  have,  however,  provided  reasonable  —  if  not  perfect  — 
information  about  certain  aspects  of  dual  enrollees  and  State  buy-in 
decisions. 

Best  estimates  of  the  population,  derived  from  diverse  data 
sources,  reveal  that  aged  dual  enrollees  numbered  roughly  2.8 
million  in  1978,  forming  roughly  11%  of  aged  Medicare  Part  B 
enrollment  and  83%  of  aged  Medicaid  recipients. 

Aged  dual  enrollees  differed  from  their  aged  Medicare-only 
counterparts  in  several  key  respects.     For  example,  they  were  on 
average  older  and  in  poorer  health,  with  disproportionately  more 
women  and  minorities  than  the  aged  Medicare-only  population. 
Perhaps  more  interesting  is  the  fact  that  they  were  also  much  more 
frequent  and  costly  users  of  health  care  than  other  aged  health 
insurance  groups,  particularly  with  respect  to  inpatient  and 
ambulatory  care.     Though  age  and  poor  health  may  be  partly 
responsible  for  high  utilization  and  expenditure  patterns  among  aged 
dual  enrollees,  there  appear  to  be  other  (not  yet  identified) 
factors  involved.     Nevertheless,  in  spite  of  the  fact  that  aged  dual 
enrollees  incurred  higher  total  health  care  costs  per  capita  than 
other  insured  groups  of  aged  ($3,016  per  year),  they  incurred 
smaller  out-of-pocket  expenses  than  other  aged  groups  ($233  per 
year) . 
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Disabled  dual  enrollees  were  a  much  smaller  population  than 
aged  dual  enrollees,  numbering  0.5  million  in  1978.     They  composed 
roughly  21%  of  disabled  Medicare  Part  B  enrollment  and  20%  of 
disabled  Medicaid  enrollment.     Unlike  aged  dual  enrollees,  they  did 
not  form  the  vast  majority  of  corresponding  Medicaid  enrollment. 

Compared  to  disabled  Medicare-only  enrollees,  disabled  dual 
enrollees  were  generally  younger,  with  disproportionately  more  women 
and  minorities.     In  contrast,  compared  to  all  disabled  Medicaid 
recipients  in  New  York  (the  only  State  for  which  person-based  data 
were  available) ,  disabled  dual  enrollees  were  older,  with  a 
disproportionately  high  share  of  medically  needy  recipients. 

It  was  not  clear  from  the  data  whether  disabled  dual  enrollees 
were  consistently  high  users  of  health  care.     Disabled  dual 
enrollees  did  have  higher  Medicare  expenditures  per  capita  than  the 
disabled  Medicare-only  population.     But  national  data  describing 
Medicaid  expenditures  and  utilization  were  not  available.     In  the 
absence  of  information  on  health  care  expenses  covered  by  other 
payors,   it  was  therefore  difficult  to  conclude  that  disabled  dual 
enrollees  were  consistently  high  users  of  health  care. 

Perhaps  the  most  interesting  finding  on  dual  enrollees  related 
to  the  costs  and  returns  associated  with  State  buy-in  decisions. 
Data  on  33  States  suggested  that  all  States  which  elected  to  buy-in 
their  dual  eligibles  saved  money  by  buying-in,  i.e.,  the  returns 
exceeded  the  costs.    Moreover,  the  savings  were  greatest  for  those 
States  with  the  most  comprehensive  buy-in  agreements  —  which 
covered  both  the  medically  needy  and  the  categorically  needy. 

In  light  of  this  evidence,  it  therefore  seemed  surprising  to 
observe  that  only  27  States  currently  purchase  Medicare  coverage  for 
all  their  dual  eligibles  on  Medicaid.     Either  States  were  not  aware 
of  the  savings  this  analysis  suggests  is  possible,  or  they  had 
reasons  for  limiting  or  avoiding  buy-in  agreements  which  were  not 
captured  by  this  limited  numeric  analysis. 
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Chapter  6 
CURRENT  MEDICAID  PROGRAM  CHANGES 


Since  its  inception  in  1965,  the  Medicaid  program  has  undergone 
considerable  legislative  and  regulatory  change.    While  many  of  the 
changes  in  the  early  years  were  designed  to  expand  the  scope  of  the 
program,  the  legislation  of  the  1980s  has  focused  almost  entirely  on 
steps  to  reduce  program  expenditures  and  exercise  greater  control 
over  program  growth. 

Changes  undertaken  by  Congress  in  the  past  three  years  have  had 
two  general  themes.     First,  Congress  has  moved  to  substantially 
increase  States'  flexibility  in  determining  the  structure  and 
policies  of  their  Medicaid  programs  with  the  expectation  that  States 
will  use  this  flexibility  to  help  control  costs.     Second,  Congress 
has  mandated  several  direct  changes  to  the  program,  including  a 
reduction  in  the  rate  of  Federal  financial  participation,  to  slow 
the  cost  spiral.     Though  some  of  the  recent  changes  constrain  State 
options  and  may  add  to  program  costs,  the  overall  emphasis  of  recent 
federal  legislation  is  on  State  flexibility  and  cost  containment. 

This  chapter  examines  the  Federal  Medicaid  legislation  from 
1980  to  the  present,  focusing  on  three  acts: 

•  The  Omnibus  Reconciliation  Act  of  1980  (ORA) 

•  The  Omnibus  Budget  Reconciliation  Act  of  1981  (OBRA) 

•  The  Tax  Equity  and  Fiscal  Responsibility  Act  of  1982  (TEFRA) 

These  legislative  initiatives  are  described  briefly  in  Section  6.1, 
with  special  emphasis  given  to  those  elements  related  to  State 
flexibility  and  cost  containment. 

Sections  6.2  through  6.6  provide  a  more  in-depth  analysis  of 
the  legislation  in  five  areas  of  major  interest  to  policymakers: 

1)  Reducing  institutional  costs:  home  and  community-based  care 
waivers 
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2)  Containing  provider  costs:  changes  in  hospital  reimbursement 


3)  Increasing  cost-consciousness  and  restricting  enrollees  to 
efficient  providers:  freedom-of -choice  waivers 

4)  Reducing  inappropriate  utilization:  the  use  of  copayments 

5)  Deciding  whom  to  serve:  State  eligibility  provisions 

These  sections  also  examine  State  responses  to  the  legislation.  Due 
to  the  fact  that  most  of  these  State  initiatives  have  been  in  place 
for  only  a  couple  of  years  (at  most),  this  discussion  is  primarily 
descriptive  rather  than  evaluative. 

Section  6.7  addresses  an  additional  issue  of  interest  to 
policymakers  —  family  responsibility.    Although  there  has  not  been 
any  recent  Federal  legislation  in  this  area,  several  States  have 
initiated  State  legislation  changing  their  family  responsibility 
requirements  for  Medicaid.     These  developments  at  the  State  level 
are  discussed  in  Section  6.7. 

The  final  section  discusses  HCFA's  future  evaluation  plans  for 
studying  the  impacts  of  the  recent  Federal  Medicaid  legislation 
discussed  in  this  chapter. 

6.1    Recent  Legislation:  1980  -  1982 

ORA  introduced  the  first  round  of  major  Medicaid  changes  passed 
in  the  1980s.     Some  of  ORA's  more  significant  provisions  included 
the  following: 

•  Authorized  changes  in  ICF  and  SNF  reimbursement  from  rates 
based  on  "reasonable  costs"  to  rates  which  are  "reasonable 
and  adequate  to  meet  the  costs  which  must  be  incurred  by 
efficiently  and  economically  operated  facilities..."  in 
order  to  curb  institutional  care  costs. 

•  Allowed  States  to  include  the  uncompensated  value  of 
property  disposed  of  within  2  (or  more)  years  prior  to  the 
application  for  Medicaid  in  order  to  discourage  transfers  of 
assets. 

Other  provisions  revised  hospital  reimbursement  rules  to  encourage 
philanthropic  giving  and  to  permit  rural  hospitals  to  enter  into 
"swing-bed"  agreements,  where  beds  could  be  used  for  either  acute 
care  or  long-term  care  under  certain  conditions.     Exhibit  6-1 
summarizes  key  ORA  provisions  related  to  Medicaid. 

The  subsequent  OBRA  introduced  far  more  extensive  changes  than 
ORA,  and  in  fact,  is  the  most  significant  single  piece  of 
Medicaid-related  legislation  passed  in  recent  years.  OBRA's 
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Exhibit  6-1 


Summary  of  Major  ORA  (PL  96-499  and  PL  96-611)  Provisions 

Related  to  Medicaid 


RECIPIENT  ELIGIBILITY 

•  Allowed  states  the  option  to  consider,   in  determining  Medicaid 
eligibility,   the  uncompensated  value  of  property  disposed  of  within  2 
years  prior  to  the  application  for  Medicaid,  or  within  a  longer 
period  if  value  of  the  property  exceeds  $12,000. 

PROVIDER  ELIGIBILITY 

•  Relaxed  requirements  for  SNF's  re:  Life  Safety  Code  compliance. 

•  Extended  reimbursement  (and  hence  participation)  to  nurse  midwives, 
in  certain  cases. 

•  Broadened  exclusion  of  practitioners  convicted  of  program-related 
crimes . 

RE  IMBURSEMENT 


Outlined  items  which  can  be  included  in  hospital  operating  costs. 

Allowed  hospitals  to  be  reimbursed  for  non-acute  long-term  care  at 
appropriate  SNF/ICF  rates  where  no  long-term  care  beds  available,  in 
certain  cases. 

Permitted  rural  hospitals  to  enter  into  "swing-bed"  agreements,  i.e., 
to  alternate  bed  use  between  acute  care  and  long-term  care. 

Limited  reimbursements  for  independent  clinical  lab  services. 

Authorized  change  in  reimbursement  for  SNF's  and  ICF's  from  a 
"reasonable  cost"  basis  to  costs  deemed  reasonable  and  adequate  for 
efficient  and  economically-operated  facilities. 


ADMINISTRATIVE 


•  Introduced  intermediate  sanction  of  denying  reimbursement  as  an 
alternative  to  decertification  for  SNF's  and  ICF's  not  in  compliance 
with  program  conditions  of  participation. 

•  Allowed  criminal  penalties  for  certain  infractions. 

•  Extended  Federal  payments  for  state  Medicaid  fraud  control  units. 

•  Relaxed  and  added  various  provisions  governing  the  membership  and 
activities  of  PSRO's. 

•  Other  miscellaneous  provisions. 
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provisions  affected  several  elements  of  the  Medicaid  program,  such 
as  recipient  eligibility,  provider  eligibility,  covered  services, 
reimbursement,  and  administration.    A  detailed  listing  of  OBRA's 
major  elements  is  presented  in  Exhibit  6-2. 

Recipient  eligibility  was  modified  by  several  provisions. 
States  were  given  the  flexibility  to  pick  up  some  former  AFDC 
eligibles  under  new  optional  categorically  needy  groups  which  were 
added  by  OBRA.     OBRA  also  restructured  requirements  for  the 
medically  needy  program. 

OBRA  affected  provider  eligibility  by  allowing  States  to 
restrict  the  participation  of  providers  who  provided  low  quality  or 
unnecessary  medical  care  (the  "lock-out"  provision).     It  also 
permitted  States  greater  freedom  in  selecting  cost-effective 
providers  and  allowed  certain  providers  to  provide  home  and 
community-based  care  under  Secretarial  waivers. 

OBRA  also  affected  service  coverage  by  granting  States  some 
freedom  to  reduce  the  range  of  services  or  providers  available  to 
certain  Medicaid  enrollees.     Other  provisions  relaxed  require- 
ments surrounding  services  for  the  medically  needy  and  limited  or 
eliminated  payments  for  certain  drugs  and  lab  tests.     However,  OBRA 
1981' s  most  significant  change  in  service  coverage  was  probably  the 
provision  to  allow  States  to  provide  home  and  community-based  care 
through  the  Medicaid  program  as  a  less  costly  alternative  to 
institutionalization. 

Medicaid  reimbursement  policies  were  also  dramatically  affected 
by  OBRA.     It  limited  or  eliminated  payments  for  certain  drugs  and 
lab  tests.     More  important  was  a  provision  changing  reimbursement 
for  hospital  care  from  a  "reasonable-cost"  basis  to  rates  based  on 
costs  deemed  "reasonable  and  adequate"  for  "efficiently  and 
economically-operated  facilities. " 

Finally,  OBRA  introduced  a  variety  of  administrative  changes, 
including  civil  monetary  penalties  for  fraudulent  claims  and  reduced 
Federal  matching  payments  to  keep  Medicaid  expenditures  down. 

TEFRA,  in  contrast,  was  far  less  comprehensive  than  OBRA  in  its 
Medicaid  reforms.     Nevertheless,   it  introduced  a  few  important 
changes,  summarized  in  Exhibit  6-3.     For  example,  it  permitted  the 
imposition  of  "nominal"  copayments  on  certain  mandatory  services  for 
specified  groups  of  the  categorically  needy.     It  also  granted  States 
the  power  to  impose  liens  on  the  real  property  of  institutionalized 
enrollees,  and  extended  optional  coverage  to  disabled  children 
living  at  home. 
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Exhibit  6-2 

Summary  of  Major  OBRA  (PL  97-35)  Provisions  Related  to  Medicaid 


RECIPIENT  ELIGIBILITY 

•  Restructured  requirements  for  medically  needy  program  to  allow  states 
to  offer  more  limited  coverage. 

•  Eliminated  mandatory  Medicaid  coverage  of  AFDC-related  children  18-20 
years  of  age  not  in  school. 

•  Restructured  some  requirements  for  coverage  of  non-AFDC  poor  children. 

•  Added  some  optional  categorically  needy  groups. 
PROVIDER  ELIGIBILITY 

•  Allowed  states  greater  flexibility  to  restrict  recipient  freedom-of- 
choice  of  provider;  possible  options  include  competitive  bidding, 
lock-in,   lock-out,  and  a  variety  of  options  under  Secretarial  waiver 
authority . 

•  Increased  flexibility  in  prepaid  provider  (HMO)  participation  in 
state  plans. 

SERVICES 

•  Modified  requirements  governing  services  for  the  medically  needy. 

•  Allowed  provision  of  home  and  community-based  care  services  under 
Secretarial  waiver. 

RE  IMBURSEMENT 

•  Authorized  change  in  reimbursement  for  hospital  services  from  a 
"reasonable  cost"  basis  to  costs  deemed  reasonable  and  adequate  for 
efficiently  and  economically  operated  facilities;  modified  this  to 
accommodate  hospitals  serving  disproportionate  numbers  of  low-income 
patients  with  special  needs. 

•  Repealed  80%  occupancy  test  for  long-term  care  rates  to  hospitals 
with  patients  receiving  non-acute  care;  replaced  it  with  an  excess 
bed  test. 

•  Limited  payments  for  certain  drugs. 
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Exhibit  6-2 
(cont'd) 


REIMBURSEMENT  (cont'd) 

•  Eliminated  Federal  matching  for  certain  laboratory  tests. 

•  Repealed  requirement  that  Medicaid  payments  to  physicians  and 
laboratories  cannot  exceed  Medicare  "reasonable  charges." 

•  Other  miscellaneous  provisions. 
ADMINISTRATIVE 


•  Authorized  civil  monetary  penalties 

e      Decreased  Federal  matching  payments  to  states,  but  also  allowed 
offsets  in  the  reduction  for  states  which  kept  Medicaid  spending 
below  109%  of  FY  1981  expenditures,  and  for  states  meeting  certain 
other  conditions. 

•  Required  Secretary  to  act  on  plan  amendments  and  waiver-of-plan- 
requirement  requests  within  90  days. 

•  Repealed  EPSDT  penalty. 

•  Other  miscellaneous  provisions. 
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Exhibit  6-3 

Summary  of  Major  TEFRA  (PL  97-248)  Provisions  Related  to  Medicaid 


RECIPIENT  ELIGIBILITY 

•  Allowed  states  the  option  to  deny  Medicaid  eligibility  for  24  months 
or  more  to  persons  who  disposed  of  their  homes  for  less  than  fair 
market  value  within  24  months  prior  to  their  institutionalization. 

•  Extended  coverage  to  disabled  children  living  at  home. 
SERVICES 

•  Allowed  states  the  option  to  impose  "nominal"  copayments  on  mandatory 
services  for  the  categorically  needy,  subject  to  certain 
limitations.     Copayments  were  prohibited  in  the  following  cases: 

-  children  under  18  (or  under  21,  at  state  option) 

-  pregnancy-related  services  (or  all  services  for  pregnant 
women,  at  state  option) 

-  patients  in  a  SNF  or  ICF 

-  categorically  needy  persons  enrolled  in  an  HMO  (or  both 
categorically  needy  and  medically  needy  in  HMO's,  at  state 
option) 

-  emergency  and  family-planning  services 

ADMINSTRATIVE 

•  Permitted  states  to  impose  liens  on  the  real  property  (including 
homes)  of  institutionalized  enrollees  expected  to  spend  the  rest  pf 
their  lives  in  institutions,  subject  to  certain  constraints. 

•  Modified  penalties  in  Federal  matching  payments  to  states  with  high 
error  rates. 

•  Other  miscellaneous  provisions. 
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The  impact  of  this  recent  Federal  legislation  on  State  Medicaid 
programs  is  difficult  to  assess.     Because  the  legislation  itself  is 
so  recent,  State  initiatives  authorized  by  the  legislation  are  also 
quite  new.     Data  describing  State  initiatives  are  still  somewhat 
sparse,  though  La  Jolla  Management  Corporation  expects  to  have  1983 
profiles  of  each  State's  program  ready  before  the  end  of  the  year. 

The  data  that  are  available,  however,  suggest  that  several 
important  changes  have  been  implemented  or  are  underway  in  several 
important  areas  of  interest  to  policymakers:    home  and 
community-based  care,  hospital  reimbursement,  freedom-of -choice 
waivers,  copayments,  and  State  eligibility  provisions.  State 
initiatives  in  each  of  these  areas  are  examined  in  the  following 
sections. 

6.2    Home  and  Community-Based  Services  Waivers 

Of  all  the  provisions  of  OBRA,  none  has  initiated  greater 
activity  and  policy  interest  than  Section  2176:  Home  and 
Community-Based  Services  Waivers.     Section  2176  was  included  as  an 
OBRA  provision  in  response  to  rapidly  rising  expenditures  for 
nursing  home  care  and  in  recognition  of  the  need  for  alternative 
long-term  care  policies. 

The  Section  2176  waiver  program  recognizes  that  there  are  a 
substantial  number  of  Medicaid  recipients  in  nursing  homes  who 
neither  want  nor  need  to  be  there.     Further,  given  that  the  nursing 
home  recipients  comprise  only  7.3%  of  the  Medicaid  population,  but 
account  for  at  least  43%  of  all  expenditures,  the  waiver  program 
recognizes  that  substantial  savings  could  potentially  be  accrued  by 
diverting  or  deinstitutionalizing  persons  from  nursing  homes.  By 
allowing  Medicaid  financing  of  non-medical  long-term  care  services 
to  dependent  aged  and  disabled  persons  in  non-institutional 
settings,  and  by  giving  States  the  requisite  tools  to  target  these 
services  effectively,  the  2176  waiver  program  represents  a  major 
policy  initiative  in  long-term  care  financing. 

Under  Section  2176,  States  may  apply  to  HCFA  to  cover  almost 
any  array  of  home  and  community-based  services  which  States  believe 
are  needed  to  maintain  persons  at  risk  of  institutionalization  in 
community  settings.     Commonly  requested  waiver  services  include 
those  which  have  traditionally  been  funded  under  the  Title  XX  Social 
Services  Block  Grant,  such  as  case  management,  homemaker  services, 
respite  care,  and  so  on.     The  only  restrictions  on  service  coverage 
are  that  room,  board,  and  vocational  training  cannot  be  financed 
through  the  waiver.     Services  must  be  provided  by  certified 
providers  and  States  must  institute  mechanisms  of  quality  assurance 
for  community-based  services. 
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The  Section  2176  waiver  also  addresses  some  of  the  biases 
toward  institutional  care  prevalent  within  Medicaid  eligibility 
provisions.     Specifically,  States  may  also  request  a  waiver  to 
provide  community-based  services  to  persons  not  receiving  SSI  cash 
assistance,  with  incomes  up  to  300%  of  the  Federal  payment 
standard.     This  provision  allows  States  to  provide  assistance  to 
persons  who  would  otherwise  not  be  eligible  for  Medicaid  unless  they 
were  institutionalized.     Second,  States  may  request  a  waiver  of 
deeming  provisions  for  non-institutionalized  persons  to  be 
equivalent  to  deeming  provisions  for  the  institutionalized.^ 

While  the  prospect  of  containing  long-term  care  costs  by 
diverting  and  deinstitutionalizing  persons  from  nursing  homes  who 
can  be  more  appropriately,  and  less  expensively,  cared  for  in 
community  settings  is  an  inviting  one,  there  is  also  the  more 
disconcerting  prospect  that  the  financing  of  home  and 
community-based  care  under  Medicaid  will  accelerate  Medicaid 
expenditures,  with  little  or  no  effect  on  containing  nursing  home 
costs.     The  key  issue  in  the  2176  waiver  program  is  whether  States 
effectively  target  services  to  those  who  would  otherwise  be  admitted 
to  nursing  homes.     Recognizing  the  risk  of  program  expansion,  HCFA 
built  several  mechanisms  into  the  2176  waiver  program  to  ensure  that 
the  program  adheres  to  its  cost-containment  objectives.  First, 
waiver  approval  is  contingent  on  States  demonstrating  in  their 
waiver  applications  that  aggregate  Medicaid  expenditures  under  the 
waiver  will  be  less  than  aggregate  Medicaid  expenditures  without  the 
waiver.     By  definition,  this  means  that  States  must  demonstrate  that 
all  expenditures  for  home  and  community-based  services  will  be  more 
than  offset  by  reduced  expenditures  for  other  covered  services. 

A  second  provision  of  the  2176  waiver  program  to  ensure  its 
cost  containment  objectives  is  the  requirement  that  all  applicants 
for  home  and  community-based  care  undergo  an  individual  assessment 
prior  to  their  participation,  and  that  waiver  services  be  provided 
only  to  these  persons  who  would  otherwise  require  the  level  of  care 
provided  in  an  ICF  or  SNF.     Beyond  this  general  requirement, 
however,  States  have  been  given  broad  leeway  in  how  to  define  ICF  or 
SNF  level  of  care  criteria,  what  assessment  instruments  to  use,  and 
in  how  to  conduct  such  assessments.     Operationally,  therefore,  HCFA 
is  delegating  the  responsibility  for  the  effective  targeting  of  2176 
waiver  services  to  the  States  themselves. 

Third,  2176  waiver  program  regulations  permit  States  to  impose 
additional  restrictions  to  improve  service  targeting.     States  may 
request  a  waiver  of  statewideness,  and  implement  the  waiver  program 


In  most  States,  Medicaid  cannot  deem  the  income  of  a  spouse 
or  parent  of  an  institutionalized  applicant  beyond  the  first  month 
of  institutionalization. 
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in  only  limited  geographical  areas,  so  as  to  slowly  develop  program 
capacity  and/or  to  monitor  waiver  program  implementation  closely. 
Under  a  f reedom-of-choice  waiver,  States  may  also  choose  to  deny 
home  and  community-based  services  to  persons  for  whom 
community-based  care  would  be  more  expensive  than  institutional 
care.    States  may  also  impose  limits  on  the  comparability  of 
services,  so  that  services  provided  under  the  waiver  need  not  be 
comparable  for  all  individuals  within  an  eligibility  group.  In 
essence,  the  HCFA's  stated  objective  is  to  "give  the  States  the 
maximum  opportunity  for  innovation  in  furnishing  non-institutional 
services  to  beneficiaries."     Thus,  on  the  one  hand,  the  2176  waiver 
program  departs  markedly  from  the  entitlement  philosophy  of  the 
overall  Medicaid  program,  but,  on  the  other,  recognizes  that  the 
only  way  to  make  home  and  community-based  services  cost-effective  is 
to  institute  mechanisms  to  target  services  to  those  persons  who 
would  otherwise  require  more  expensive  care. 

Finally,  HCFA  also  plans  to  conduct  intensive  evaluations  of 
the  2176  waiver  program  to  assess  its  impacts.     Participating  waiver 
States  are  required  to  submit  annual  reports  on  program  enrollment, 
utilization  of  waiver  services  (by  type  of  service),  and 
expenditures  for  waiver  program  clients,  as  well  as 
institutionalized  persons  not  covered  under  the  waiver.     HCFA  has 
also  contracted  for  a  three-year  evaluation  effort  to  independently 
assess  the  impacts  of  the  2176  waiver  program.     The  results  of  both 
HCFA's  internal  and  independently-contracted  evaluations  will  be 
used  to  guide  future  policy  decisions  on  the  financing  of  home  and 
community-based  care  in  the  Medicaid  program. 

State  Responses  to  the  2176  Waiver  Program 

State  responses  to  Section  2176  have  exceeded  all  expectations. 
As  of  December  9,  1983,   47  States  had  submitted  105  waiver  requests, 
62  of  which  had  been  approved,  10  of  which  had  been  disapproved  or 
withdrawn,  with  the  remaining  32  requests  still  pending  at  that 
time.     Exhibit  6-4  summarizes  the  43  waiver  programs  in  33  States 
approved  as  of  July  11,  1983.     In  total,  these  33  States  were 
planning  to  service  about  62,000  persons  in  the  first  year  of 
operation. ^5    This  compares  to  a  total  institutionalized  Medicaid 
population  of  about  1.5  million  recipients,  and  396,000 


44"Medicaid  Program:  Home  and  Community-Based  Services." 
Federal  Register  46  (190):  48532-48542,  October  1,  1981. 

^-"However,  preliminary  State  reports  indicate  that  most  States 
were  not  meeting  their  enrollment  targets. 
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Exhibit  6-4 


Summary  of  2176  Waiver  Proposal  Approved  as  of  July  11 ,  1983 


Waivers  Approved  43 

States  with  Approved  Waivers  33 

Target  Population  Covered 

Aged  4 

Aged/Disabled  10 

Mentally  Retarded/Developmentally  Disabled  12 

Mentally  111  3 

Physically  Disabled  1 

Combined  Populations  13 

Other  Waivers  Requested 

Freedom  of  Choice  3 

Statewideness  34 

Comparability  40 

Other  4 

El igibility 

SNF  or  ICF  32 

ICF/MR  25 

300%  Income  Limit  16 

Medically  Needy  Included  14 

Specific  Target  Group  20 

Services  Covered 

Adult  day  30 

Case  Management  37 

Respite  Care  26 

Habilitation  &  Training  20 

Personal  Care  17 

Homemaker  21 

Home  Health  11 

Transportation  17 

Therapy  9 

Chore  5 

Nutrition  and  Dietary  Counseling  9 

Psychological  Services  3 

Minor  Adaptations  to  Home  10 

Residential  Support  Services  5 

Additional  Services  23 

Waiver  Population  (1st  Year) 

Largest  program  (Florida)  12,572 

Smallest  program  (Hawaii)  28 

Median  program  (West  Virginia)  463 


209 


recipients  of  home  health  services  (mostly  in  New  York),  in  1982. 
Most  States  were  planning  to  begin  with  small  programs  —  the 
majority  anticipated  serving  fewer  than  500  persons  in  the  first 
year  —  and  only  six  States  were  planning  to  implement  waiver 
programs  statewide.     It  is  clear  that  most  States,  while  interested 
in  the  cost-saving  potential  of  the  waiver  program,  are  at  the  same 
time  approaching  the  implementation  of  the  program  conservatively. 

A  wide  array  of  services  are  being  offered  by  States,  although 
the  most  commonly  provided  services  are  adult  day  care,  case 
management,  and  respite  care.     Many  States  are  also  using  the  waiver 
to  provide  services  which  were  previously  permitted  as  State  options 
(personal  care,  nursing  care),  but  are  using  other  waiver  provisions 
to  limit  these  services  only  to  targeted  groups. 

Also  noteworthy  is  the  large  number  of  waiver  programs  being 
targeted  to  the  mentally  retarded/developmentally  disabled 
populations,  although  this  is  not  surprising  when  one  considers  the 
high  costs  of  ICF-MR  care  —  which  averaged  over  $23,000  per 
recipient  per  year  in  1982  —  and  therefore  the  potential  for 
achieving  cost-savings  by  reducing  utilization  of  ICF-MRs. 

Finally,  it  is  also  apparent  that  States  are  taking  advantage 
of  the  opportunity  to  design  innovative  waiver  programs.     There  is 
wide  diversity  in  States'   strategies  to  utilize  the  waiver 
cost-effectively,  and  many  States  are  using  the  program  in 
combination  with  existing  community-based  programs  to  enhance  its 
effectiveness.     For  example,  Minnesota  is  not  only  screening  nursing 
home  applicants  who  would  be  eligible  for  Medicaid  immediately  upon 
admission,  but  also  applicants  who  would  be  eligible  within  180  days 
of  their  admission  (after  spending  down  their  assets),  and  providing 
community-based  services  to  these  "180-day  eligibles"  solely  from 
State  and  local  funds.     New  Jersey  requested  and  received  a  special 
waiver  to  limit  the  program  to  persons  between  100%  and  300%  of  the 
SSI-Federal  payment  standard  (New  Jersey  does  not  have  a  medically 
needy  program)  and  to  limit  service  coverage  only  to  the  waivered 
services,  not  other  Medicaid  services  covered  in  the  State  plan. 
While  the  diversity  across  waiver  programs  makes  for  interesting 
experimentation,   it  at  the  same  time  makes  the  evaluation  of  the 
program's  cost-effectiveness  more  problematic,  particularly  in 
discerning  what  program  combinations  are  more  or  less  effective  in 
achieving  cost  savings. 

6.3     Inpatient  Hospital  Reimbursement 

Reimbursement  for  inpatient  hospital  services  is  an  issue  of 
major  importance  because  of  the  high  percentage  of  Medicaid 
expenditures  which  it  represents.     In  FY  1982,  inpatient  hospital 
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services  accounted  for  almost  a  third  of  total  Medicaid 
expenditures,  roughly  $7.8  billion.     To  help  bring  hospital  costs 
under  control,  OBRA  granted  States  new  flexibility  in  the 
establishment  of  inpatient  hospital  reimbursement  methodologies, 
with  the  expectation  that  States  would  use  this  flexibility  to 
facilitate  cost  savings.     Prior  to  the  enactment  of  OBRA,  State 
Medicaid  programs  were  required  to  pay  for  inpatient  hospital  care 
using  one  of  two  standards:  Medicare  reasonable  cost-based  standards 
or  alternative  cost-based  standards  approved  by  the  Secretary. 
Reimbursements  based  on  "reasonable  costs"  allowed  hospitals 
considerable  freedom  to  incur  costs  and  pass  those  costs  on  to  the 
Medicare  and  Medicaid  programs. 

Section  2173  of  OBRA  changed  reasonable  cost-based 
reimbursement  by  allowing  States  to  apply  somewhat  stricter 
reimbursement  methodologies.     Hospitals  could  now  be  reimbursed  for 
only  those  costs  which  were  "reasonable  and  adequate  to  meet  the 
costs  which  must  be  incurred  by  efficiently  and  economically 
operated  facilities."    Congress  hoped  this  provision  would  help 
States  to  curb  dramatic  increases  in  Medicaid  expenditures  for 
hospital  care. 

Section  2173  imposed  three  conditions  on  this  new  reimbursement 
policy.    First,  payment  rates  had  to  take  into  account  the 
situations  of  hospitals  serving  a  disproportionate  number  of 
low-income  persons  with  special  needs.     Second,  payment  rates  for 
inpatient  stays  requiring  lower  levels  of  care  had  to  be  consistent 
with  "swing-bed"  provisions  of  Section  1861  of  the  Social  Security 
Act.     Finally,  payments  had  to  be  sufficient  to  ensure  that 
recipients  had  reasonable  access  to  inpatient  care  of  adequate 
quality. 

State  Responses  to  OBRA  Hospital  Reimbursement  Changes 

1982  Program  Characteristics  Data  compiled  by  La  Jolla  reveal 
that,  as  of  early  1982,  17  States  had  departed  from  Medicare 
reasonable  cost-based  methods  to  alternate  reimbursement  methods. 
But  of  these  17,  only  4  changed  reimbursement  using  Section  2173 
authority:  Illinois,  Kentucky,  Missouri  and  North  Carolina.  The 
other  13  had  changed  methods  under  other  authority,  including  HCFA 
demonstration  authority.     Preliminary  1983  Program  Characteristics 
data  suggest  more  States  have  taken  advantage  of  2173  authority  to 
move  to  prospective  reimbursement  systems,  but  precise  numbers  were 
not  available  in  time  for  this  report. 

Equally  if  not  more  dramatic  changes  in  hospital  reimbursement 
have  taken  place  outside  2173  authority.    The  most  talked  about 
changes  in  recent  months  are  underway  in  California,  in  its  new 
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Selective  Provider  Contracting  Program  (SPCP)   (Zimmerman,  1983). 
Health  care  reforms  passed  by  the  State  legislature  in  1982  led  to 
the  following  changes: 


•  authorized  the  appointment  of  a  special  hospital  negotiator 
(informally  referred  to  as  "Czar")  who  would  act  as  prudent 
purchaser  for  all  inpatient  hospital  services  for  Medi-Cal 
enrollees;  eventually  the  Office  of  the  Special  Hospital 
Negotiator  would  be  replaced  by  a  California  Medical 
Assistance  Commission 

•  authorized  the  Department  of  Health  Services  to  enter  into 
selective  contracts  with  non-institutional  providers 

•  authorized  private  insurance  companies  and  non-profit 
hospital  plans  to  selectively  contract  with  Preferred 
Providers,  and  to  restrict  policy  holders  to  services 
rendered  through  these  providers. 

Though  the  changes  have  tremendous  implications  for  the  overall 
health  care  market  in  California,  initial  steps  have  focused  on 
hospital  reimbursement. 

In  1982,  a  Special  Hospital  Negotiator  (Mr.  William  Guy)  was 
appointed  for  a  one-year  term  to  act  as  prudent  purchaser  of  all 
inpatient  hospital  services  for  the  Medi-Cal  population.  All 
hospitals  wishing  to  participate  in  the  Medi-Cal  program  were 
required  to  negotiate  a  contract  with  the  Special  Negotiator. 
Exceptions  could  be  made  in  only  special  cases. 

The  Special  Negotiator  was  directed  to  consider  several  factors 
in  determining  whether  to  award  a  contract  to  a  hospital: 

•  beneficiary  access 

•  utilization  controls 

•  ability  to  render  services  efficiently  and  economically 

•  ability  to  arrange  for  specialty  services 

•  fraud  and  abuse  protections 

•  factors  which  reduce  cost,  promote  access,  and  enhance 
quality  of  care 

•  existing  labor-management  agreements 

The  Negotiator  was  free,  however,  to  weight  these  factors  as  he 
chose.     As  a  result,  contracts  reflected,  in  large  part,  the 
preferences  of  the  individual  Special  Negotiator.     Though  the  terms 
of  specific  contract  awards  were  confidential,  Mr.  Guy  publicly 
indicated  a  preference  for  fixed-price  rates  per  day,  unadjusted  by 
case  or  service  mix,  and  for  hospitals  providing  a  full  range  of 
services. 
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In  July  1983,  a  newly  created  California  Medical  Assistance 
Commission  assumed  the  powers  and  functions  of  the  Office  of  the 
Special  Negotiator.     Its  task  is  to  establish  an  administrative  and 
institutional  framework  for  the  contracts  awarded  selected  hospitals 
in  the  Medi-Cal  program. 

Though  it  is,  perhaps,  too  soon  to  tell  what  the  impact  of  this 
reform  in  California  will  have  on  hospital  costs,  one  observer  feels 
"it  is  abundantly  clear  that  significant  reduction  in  hospital  costs 
will  be  achieved. . .in  the  near  term"  (Zimmerman,  1983). 

HCFA  plans  a  direct  evaluation  of  recent  State  changes  in 
hospital  reimbursement  policies  as  part  of  its  Long-Term  Evaluation 
effort.     California  will  be  a  major  focus  of  this  effort,  although 
other  States  will  be  included  as  well.    The  impact  of  such  changes 
on  inpatient  expenditures,  utilization  patterns,  access  to  quality 
care,  and  provider  reaction  will  be  assessed. 

6.4    Freedom-of-Choice  Waivers 

Prior  to  the  enactment  of  OBRA,  Medicaid  recipients  were,  by 
law,  guaranteed  freedom  of  choice  of  provider.     This  guarantee  meant 
that  recipients  were  reasonably  free  to  seek  health  care  wherever 
and  whenever  they  wished  among  authorized  Medicaid  providers.  Such 
freedom  could  be  restricted  only  if  the  Secretary  secured  a  waiver 
under  Section  1115  of  the  Social  Security  Act  authorizing 
innovations  in  the  delivery  and  financing  of  Medicaid  services. 

Section  2175  of  OBRA  relaxed  the  f reedom-of-choice  requirement 
in  two  key  ways.     First,  it  modified  Section  1915(a)  of  the  Social 
Security  Act  so  that  State  Medicaid  programs  could  engage  in  the 
following  activities  without  being  out  of  compliance  with 
f reedom-of-choice  and  other46  State  plan  requirements: 

•  competitive  bidding  arrangements  or  bulk/volume  purchasing 
for  laboratory  services  and  medical  devices 

•  "locking-out"  or  restricting  the  participation  of  certain 
providers  who  had  provided  poor  quality  care  or  medically 
unnecessary  care 

•  "locking-in"  certain  recipients  who  had  been  chronic 
overutilizers  by  restricting  their  care  to  only  specified 
providers. 


40Specif ically ,  requirements  for  statewideness  and 
comparability  of  services. 
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Each  of  these  activities  could  be  initiated  by  a  State  without 
Secretarial  waiver  approval. 

OBRA  also  introduced  a  second  route  by  which  States  could 
restrict  recipient  freedom  of  choice  in  order  to  curb  Medicaid 
program  costs.     Section  2175  of  OBRA  modified  Section  1915(b)  of  the 
Social  Security  Act  to  permit  four  classes  of  Secretarial  waivers: 

1)  1915(b)(1)  waivers  to  implement  primary  care  case  management 
systems 

2)  1915(b)(2)  waivers  to  permit  localities  to  act  as  central 
brokers  in  helping  Medicaid  recipients  choose  among 
competing  health  plans 

3)  1915(b)(3)  waivers  to  allow  States  to  share  with  recipients, 
through  the  provision  of  additional  services,  savings 
resulting  from  the  use  of  less  costly,  more  cost-effective 
care 

4)  1915(b)(4)  waivers  to  restrict  recipients  to  receiving 
non-emergency  care  from  only  efficient  and  cost-effective 
providers. 

Freedom-of-choice  waivers  are  generally  granted  for  up  to  2  years. 
States  may,  however,  request  a  continuation  beyond  2  years. 

TEFRA  modified  the  OBRA  provisions  somewhat.    OBRA  had 
permitted  waivers  under  Section  1903(m)  of  the  Social  Security  Act, 
the  section  governing  Medicaid  involvement  with  prepaid  plans 
(HMO's).     This  section  essentially  gave  States  considerable 
flexibility  in  contracting  with  prepaid  plans.     TEFRA,  however, 
disallowed  waivers  under  these  flexible  requirements,  thereby 
preventing  States  from  ignoring  "minimal"  protections  outlined  in 
section  1903(m).     But  by  the  time  TEFRA  took  effect,  5  States 
already  had  approved  waivers  which  did  not  meet  TEFRA  requirements. 
These  waivers  were  allowed  to  stand. 

State  Response  to  the  Freedom-of-Choice  Waivers 

As  of  June  15,  1983,  the  Intergovernmental  Health  Policy 
Project  reported  that  22  States  submitted  a  total  of  47  waiver 
applications  related  to  the  freedom-of-choice  provisions.     Of  these 
47  applications,  25  were  approved,  7  were  pending,  and  14  were 
either  withdrawn  or  denied.     Approvals  were  granted  to  only  13  of 
the  22  States  applying.     These  applications  are  summarized  in 
Exhibit  6-5. 


214 


c 

>, 

to 

JJ 

X 

CO 

c 

CD 

3 

3 

o 

Jj 

cj 

01 

f 

c 

o 

c 

c 

3 

o 

10 

o 

to 

o 

CO 

JJ 

>• 

CJ 

co 

CO 

CD 

u 

co 

o 

c 

0> 

OJ 

01 

a 

CD 

c 

OJ 

cj 

3 

"D 

'U 

10 

o 

10 

JJ 

o 

JJ 

Li 

CO 

•H 

(0 

u 

3 

c 

*3 

3 

> 

Li 

3 

c 

C14 

CO 

Li 

0> 

3 

OJ 

Li 

CO 

01 

Oi 

o 

JJ 

(C 

JJ 

0 

UJ. 

jj 

jj 

c 

UP 

c 

CO 

ro 

CJ 

to 

CD 

3 

IM 

to 

CO 

CO 

1 

0 

i 

JJ 

JJ 

C 

o 

CD 

o 

03 

CJ 

£ 

CO 

CO 

O 

J 

•-_> 

CO 

CE 

. — - 

*— ^ 

. — . 

*•> 

- — 

. — 

. — ,  , — . 

— ^ 

m 

'■- 

. — , 

,  , 

A  ,  

. — . 

, — 

X 

X 

XI 

X) 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X  X 

X 

X 

X 

Ll 

in 

in 

in 

m 

m 

in 

in 

m 

in 

in 

in 

in 

in 

in 

in  m 

in 

in 

m 

i— j 

_^ 

,_i 

i— i 

,_4 

f— i 

pH 

i — i 

,— f 

^j 

,—1 

pj 

_  r— 1 

i—4 

Ol 

os 

os 

oi 

Ol 

o\ 

OS 

ON 

a\ 

CT. 

CT\ 

!3> 

OS 

OS  Ol 

Ol 

Ol 

o- 

i— i 

1—1  1—1 

i^ 

>, 

l 

Ll 

c 

10 

CT' 

O 

o 

E 

a. 

C 

jj 

CO 

CT1 

05 

OJ 

Li 

c 

CD 

JJ 

CJ 

_^ 

E 

3 

Cu 

•H 

(V 

CO 

u 

CO 

a 

jj 

TJ 

O 

Li 

X 

co 

CD 

o 

Li 

Cu 

T 

01 

0> 

CO 

Ll 

a 

1 

> 

X 

Oi 

< 

10 

Li 

C 

3 

*U 

CP 

JJ 

tt 

o 

-H 

01 

01 

0> 

01 

0 

co 

c 

c 

C 

V 

"D 

3 

JZ 

ty 

*u 

CD 

CO 

& 

CD 

10 

o 

> 

JJ 

0> 

10 

*& 

o 

CD 

Oi 

JJ 

T_ 

£ 

jj 

C 

c 

c 

(4-1 

c 

< 

10 

JJ 

CO 

CD 

c 

Ll 

■o 

,_| 

c 

Li 

0> 

o 

10 

CJ 

CO 

0) 

0 

cd 

GJ 

<D 

Cu 

E 

Li 

E 

3 

CO 

Q 

o 

c 

x: 

JJ 

UJ 

0 

CO 

o 

JJ 

Cj 

Cij 

JJ 

3 

Q. 

o 

Jj£ 

;o 

jj 

Ul 

01 

(U" 

UJ 

c 

cu 

JJ 

c 

c 

< 

c 

IJ 

OJ 

Li 

Ol 

o 

CO 

c 

Ol 

Li 

CD 

u 

(J 

JjC 

o 

14-4 

3 

CO 

o 

(0 

LI 

JJ 

CO 

0> 

c 

E 

jj 

IM 

CD 

co 

3 

o 

o 

o 

O 

JJ 

z. 

If. 

o 

E 

CO 

OJ 

o 

Cu 

OJ 

Li 

jj 

J= 

> 

CD 

0> 

sz 

Ll 

Cj 

to 

Li 

Ss 

a 

E 

> 

CO 

JJ 

•l-l 

o 

JJ 

(j 

CO 

o 

1 

c 

■D 

< 

1  ) 

Ol 

o 

(0 

3 

CO 

CD 

CT" 

JJ 

JJ 

cd 

c 

CO 

10 

(0 

Li 

3 

cr 

jj 

3 

CO 

jj 

cd 

ai 

E 

o 

a 

c 

CT 

o 

01 

CO 

Li 

CO 

c 

c 

X 

Li 

Li 

10 

01 

u 

o 

"O 

Ll 

JJ 

Cj 

E 

JJ 

Li 

o_ 

c 

Li 

JJ 

(J 

JZ 

CD 

= 

10 

<o 

a. 

o 

01 

o 

o 

10 

>, 

c 

c 

Ij  1 

CJ 

> 

a 

10 

Li 

•r-l 

>, 

JJ 

CO 

c 

o 

o 

0 

CT1 

Li 

cn 

c 

01 

^ 

CO 

JJ 

Li 

Oj 

01 

3 

> 

Ll 

to 

CJ 

o 

Q 

0> 

CO 

> 

0 

0 

JZ 

JJ 

o 

a 

c 

10 

Li 

JJ 

10 

01 

01 

JZ 

a 

o 

3 

o 

to 

Cu 

c 

to 

Oi 

Li 

c 

JJ 

a 

CO 

N 

Q 

0 

E 

C 

O 

CO 

01 

c 

JJ 

XI 

e 

E 

c 

X 

Ll 

c 

1 

jj 

^i 

to 

JJ 

E 

c 

(0 

c 

01 

(0 

o 

E 

c 

01 

Ol 

c 

01 

0> 

10 

Li 

Li 

(71 

Li 

e 

to 

Li 

Ul 

L4 

10 

09 

C 

jj 

0) 

en 

10 

0 

JJ 

jj 

LI 

CD 

Oi 

CD 

to 

to 

0 

jj 

CJ 

JJ 

E 

10 

0> 

CJ 

CJ 

10 

<J> 

CO 

Li 

O 

0 

CJ 

co 

c 

> 

o> 

01 

C 

10 

JJ 

0 

•H 

jj 

o 

a 

JJ 

(0 

(0 

J- 

> 

o 

E 

Li 

Ll 

10 

c 

> 

X 

to 

jj 

■H 

10 

JJ 

.lu 

JJ. 

O 

c 

0 

a 

CD 

Oi 

o 

U 

3 

to 

N 

jj 

c 

0 

cj 

o 

O 

•H 

£ 

10 

JJ 

■o 

a 

E 

c 

jj 

10 

•H 

o 

IB 

1 

01 

Ol 

3 

s 

Li 

c 

c 

CO 

Oi  CO 

CD 

E 

c 

O 

cj 

CO 

UJ 

c 

Oi 

CU 

01 

10 

c 

10 

CD 

cn 

Li 

jj 

•H 

u 

X 

to 

u 

■o 

10 

U-l 

o 

jj 

c 

ij 

CJ 

> 

E 

CO 

jj 

■H  CO 

CO 

3 

c 

Ll 

CO 

c 

tr- 

>4 

0 

a> 

01 

cj 

OJ 

•iH 

u 

•H 

a 

0< 

> 

>1 

Li 

c 

>  O 

c 

CO 

CD 

a 

Ll 

JJ 

Li 

> 

g 

1 

(0 

10 

01 

O  Cu 

to 

E 

JJ 

CO 

O 

a> 

a> 

01 

01 

JJ 

<0 

u 

CO 

jj 

3 

a 

T> 

Li  Ll 

E 

■H 

>i 

14-1 

c 

CJ 

■c 

> 

CO 

JJ 

o 

0 

o 

0 

a  3 

10 

o 

o 

U 

u 

o 

10 

10 

o 

c 

c 

c 

o> 

jj 

o 

10 

jj 

a 

OJ 

X 

a 

V 

0 

CD 

> 

jj 

0) 

> 

o 

o 

j- 

o 

Oi 

r-i 

c 

C 

XI 

V 

C 

o 

CO 

JJ 

0 

W 

CD 

JJ 

(0 

Q 

o 

EO 

£ 

Cj 

O 

o 

Li 

CO 

CJ 

jj  C"' 

10 

Li 

cj 

jj 

o 

to 

Li 

0> 

114 

o 

>< 

0> 

C 

a 

Ul 

E 

01 

Li 

•V 

E 

c 

CJ 

to 

CD 

c 

•l-l 

JJ 

c 

X 

0< 

a> 

0) 

Li 

CO 

•H 

■D 

JJ 

01 

0" 

CO 

0< 

CD 

CD  -H 

OJ 

Tj 

o 

CD 

o 

o 

1 

CD 

i 

JJ 

10 

0 

a 

o 

Ui 

CJ 

Oi 

Li 

Cu 

E 

CT 

JJ  JJ 

X 

in 

Tl 

X 

CD 

>. 

Ol 

CO 

10 

> 

E 

E 

e 

CO 

10 

4) 

JJ 

01 

ro 

CO 

E 

to 

10  CD 

c 

1 

> 

CJ 

JJ 

JJ 

jj 

> 

to 

"O 

o 

0< 

O 

CO 

LI 

c: 

c 

O 

C 

c 

JJ  JjC 

to 

OJ 

o 

V) 

CO 

10 

10 

•H 

O 

O 

Li 

CO 

0> 

3 

a; 

01 

0> 

CO 

U 

c 

10 

CO  Ll 

Li 

Ll 

CD 

tj 

N 

c 

JJ 

jj 

0 

1 

Oi 

JJ 

jj 

o 

CO 

E 

01 

E 

to 

o 

It 

Cu 

01 

Ll 

CO 

-rH 

O 

o 

jj 

1 

<J 

a> 

r— 1 

s 

1 

CO 

0> 

s» 

1 

3  E 

o 

CO 

Ll 

1 

c 

E 

0> 

c 

co 

Li 

£ 

0 

E 

0 

jj 

> 

O 

01 

01 

o 

> 

to 

CD 

O 

CO 

01 

c 

OJ 

01 

o 

10 

£ 

<D 

JJ 

c 

O 

CJ 

Li 

1J 

10 

Li 

LI 

o 

Jj£ 

CO 

a 

•H 

a 

CO 

^  Li 

>1 

M 

Cu 

E 

14-1 

o 

o> 

0 

CD 

U 

o 

X 

u 

1 

01 

c 

JJ 

01 

C 

01 

10 

10 

E 

10 

o 

10 

O 

JZ 

CO 

E 

O 

UJ 

X 

L. 

CJ 

CO 

D> 

3 

CJ 

to 

IT. 

Cu 

01 

(0 

CO 

w 

« 

£ 

o 

u 

CJ 

<  14-1 

Oi 

CJ 

o 

1-4 

JZ 

O 

CJ 

0 

< 

< 

O. 

0. 

< 

< 

a 

C 

a 

Oi 

& 

04 

< 

a 

< 

s 

< 

o 

B 

< 

CO 

X 

< 

CJ 

CJ 

CJ 

CJ 

s: 

jc 

£ 

£ 

215 


If!  ~ 

I  -D 

VC  0) 

3 

4J  C 

•H  C 

£.  o 

X  o 

K  — 


o 

C3 

jC 

CO 

ro 

z 

c 

a* 

CU 

cu 

>i 

cu 

t 

TO 

o 

TD 

X 

TJ 

u 

3 

3 

T) 

3 

cu 

0) 

ft' 

CU 

cu 

ft) 

ft) 

jj 

jj 

CD 

(0 

ro 

>1 

to 

ro 

JJ 

JJ 

(D 

ft) 

CQ 

CO 

CO 

CO 

CO 

CO 

^ 

' — 

' 

*  ' 

1  " 

_ 

X. 

in 

1 — 1 

i— 

1  1 

«^ 

<T> 

" 

1  1 

CO 

o 

>i 

• 

CO 

1 

JJ 

cu 

>1 

(0 

>1 

o 

E 

c 

ro 

ro 

CD 

cu 

jj 

Cu 

c 

TJ 

Cl 

C 

JJ 

to 

0 

CP 

Cl 

jd 

o 

CU 

O 

c 

"H 

J- 

<u 

Oh 

□ 

O 

o 

cu 

O 

ro 

Cl 

E 

CU 

'D 

CO 

o 

> 

E 

cu 

o 

o 

X 

CO 

ft) 

o 

O 

cr 

Cu 

Cl 

CO 

>l 

kj 

O 

to 

ft* 

£ 

ft) 

ft) 

u 

JJ 

c 

H 

c 

re 

o 

ft1 

u. 

o 

E 

U-i 

1  ' 

CD 

CP 

0 

E 

CP 

c 

>1 

c 

kj 

— ' 

ID 

cu 

>- 

jj 

T5 

0 

•H 

Cl 

c 

C 

E 

ft) 

ft) 

3- 

c 

o 

ID 

> 

cu 

ro 

O 

1 

0 

o> 

E 

•iH 

"M 

cu 

O 

cu 

■•I 

•~ 1 

o 

ft) 

Qj 

«— l 

* 

JJ 

ft) 

Cu 

ID 

to 

c 

ft) 

ro 

(0 

JJ 

CO 

c 

T! 

U 

C 

<4J 

o 

4-' 

Cu 

to 

CjJ 

CO 

CU 

o 

cu 

Cl 

c 

cu 

o 

TJ 

c 

CL 

o 

i 

£ 

CL 

0 

Jj 

CT; 

c 

E 

X 

E 

CD 

X) 

T3 

3 

CU 

o 

O 

CU 

cu 

t0 

^~ 

CO 

cu 

JJ 

u 

CP 

ft) 

o 

kj 

pH 

Cu 

CP 

c 

s. 

'2 

"r"1 

JJ 

E 

cu 

CD 

E 

ro 

0 

.H 

0 

c 

CO 

U-< 

<l> 

<J- 

O 

Cu. 

o 

JJ 

CU 

CP 

0 

c 

E  - 

1 

tj 

1  1 

U- 

o 

ft) 

o 

•H  C 

0 

E 

c 

E 

c 

»-<  ro 

MJ 

IT) 

CU 

3 

E 

CO 

c 

ft) 

O  i— i 

> 

1 

A3 

c 

jj 

o 

(0 

1m 

JJ 

Jj 

cu 

M  cu 

JJ 

CP 

cu 

o 

c 

Cu 

C3 

JJ 

c 

c 

o 

CP 

Cl 

<U 

CO 

o 

c 

TJ 

jj 

(V 

ft)  x; 

ft) 

CO 

(0 

O 

CO 

E 

C 

CO 

CU 

jj 

E 

cu 

JJ 

JJ 

c 

CO 

o 

w 

ID 

c 

kj 

J-l 

ft)  -i 

C 

CQ 

CU 

o 

CO 

>1 

o 

JJ 

o 

Ui  to 

>i 

CU 

X 

O 

c 

jj 

UJ 

0 

•h  a1 

O 

E 

c 

TJ 

1-1 

o 

a 

ft) 

C 

o 

3  X 

u 

c 

a 

< 

(0 

x 

C 

ft) 

JJ 

CO 

CT 

c 

JJ 

E 

ib 

CU 

CO 

CU 

o 

a 

E 

JJ 

(0 

ft)  C 

ft) 

to 

u 

JJ 

< 

o 

CO 

>■ 

Lj 

CU 

CO 

JJ 

u  O 

CO 

cu 

Cl 

cc 

X 

f0 

o 

CO 

ft) 

E 

•H 

1  JJ 

D 

ro 

c 

Q 

a 

o 

ft) 

kj 

o 

a 

JJ  c 

TJ 

X! 

U 

a 

(D 

JZ 

£ 

M 

•H 

CO 

C  u 

E 

(D 

JJ 

JJ 

O 

cu 

>1 

X 

> 

o 

ft)  o 

O 

< 

0 

C 

CJ 

c 

J£ 

V-i 

u 

TJ 

E 

kj 

TJ 

x: 

E  -C 

10 

JJ 

CD 

CP 

*0 

X 

<0 

ft) 

cu 

ft) 

CP  E-< 

X 

TJ 

jC 

TJ 

s: 

cu 

U 

£ 

ft) 

CO 

ft) 

c 

ro 

Of 

o 

E 

JJ 

C 

X 

JJ 

CO 

XJ 

Lj  CO 

U 

O 

C  3 

jj 

4_J 

ft) 

tj 

>, 

to 

ft) 

ft) 

ro  cu 

ro 

"3 

U 

■1— ' 

a 

CO 

ft)  u 

T) 

a1 

o 

E  x: 

t-I 

C 

CU 

co 

to 

CO 

X 

CO  *H 

jj 

cu 

a1 

XJ 

Cy 

E 

JJ 

E 

J= 

to 

T> 

0  > 

> 

>i 

w 

ft)  j-> 

EL 

TJ 

jj 

c 

10 

•H 

JJ 

JJ 

CL  Lj 

o 

CU 

CO  ro 

CO 

ID 

TJ 

O 

cu 

ft) 

ki 

w 

u 

E  ft) 

Mj 

ro  5: 

ft) 

U 

> 

< 

Eh 

Cu 

CC 

CU 

a 

0 

M  (0 

CU 

jj 

o 

cc 

< 

< 

< 

< 

< 

< 

a 

Cl 

< 

< 

CO 

cq 

X 

2 

2 

2 

X. 
•  6 

e  c 

10  c 


i— t  i*n 
in  id 


CO 

ft) 

JJ 

c 

0) 

o 

CD 

kj 

(0 

(J 

CU 

>1 

TJ 

kj 

ID 

3 

E 

CU 

jj 

^ 

ro 

Cu 

j-j 

CO 

■ — 1 

' — • 

X 

X 

X 

in 

in 

in 

<ji 

o> 

•—I 

CO 

<u 

jj 

u 

CJ 

•H 

cu 

ro 

> 

X 

jj 

cu 

-11 

c 

CO 

EG 

o 

E- 

u 

O 

ro 

Cu 

Jx 

c 

CO 

CO 

o 

cu 

■rt 

kj 

JJ 

Cu 

c 

x:. 

o 

CO 

JJ 

•iH 

i-H 

CJ 

3 

-H 

ro 

CO 

O 

>1 

CO 

c 

X 

kJ 

o 

CU 

ft) 

TJ 

c 

TJ 

ft) 

•H 

ft) 

Lj 

> 

CO 

ro 

O 

TJ 

o 

o 

kj 

CU 

cu 

Cu 

ri 

£ 

>i 

ft) 

O 

ro 

kj 

cu 

£ 

CD 

C 

X 

U 

ft) 

ft) 

a 

>i 

c 

CO 

kj 

0 

ro 

CD 

CO 

3 

E 

u 

o 

ft) 

ft) 

jj 

kj 

Cm 

x: 

CO 

CU 

jj 

CO 

ft) 

jj 

C 

o 

X 

a' 

JJ 

t; 

N 

> 

•(-t 

ft) 

■iH 

cu 

ft) 

0 

■iH 

CO 

CO 

3 

JJ 

JJ 

O 

z> 

CP 

c 

jj 

jj 

c 

ft) 

ro 

X 

ft) 

X 

CT- 

N 

a 

jj 

jj 

(0 

X 

kj 

u 

JJ 

o 

cu 

CO 

a 

X 

kJ 

o 

o 

JJ 

JJ 

o 

*fH 

D 

kJ 

ro 

£ 

E 

JJ 

0 

u 

O 

CO 

kj 

ft) 

u 

ft) 

o 

c 

cu 

MJ 

IfJ 

a 

Cu 

< 

216 


IT,  ^ 


■u  c 

•f~l  -r-t 

-c  jj 


QJ 

> 

CO 

C 

QJ 

kj 

•iH 

a 

JJ 

Cu 

c 

ID 

3 

CO 

O 

■H 

CJ 

■D 

*T 

QJ 

c 

If 

Qj 

kj 

■D 

■H 

C 

"C 

0> 

IS 

•h 

1 

•H 

3 

QJ 

3 

■c 

* 

3 

M 

QJ 

ai 

0J 

c 

QJ 

CO 

< 

jj 

co 

JJ 

•H 

jj 

c 

ID 

ID 

ID 

O" 

ID 

0 

JJ 

JZ 

JJ 

QJ 

JJ 

W 

cu 

X. 

VI 

jj 

o 

Qi 

CO 

C 

0 

kj 

•H 

- — - 

- — - 

■  ■ 

■  ' 

■  - 

— - 

■ — - 

QJ 

JJ 

JZ 

CJ 

— 

— 

— - 

— • 

— 

rH 

' — " 

■ — 

— ■ 

JJ 

01 

o 

C/3 

jQ 

JQ 

J3 

JO 

JO 

-Q 

jj 

jO 

' — 

■ — ' 

— 

JO 

" — ' 

' — * 

■ — ■ 

■ — 

■■* 

IH 

lfl 

ID 

in 

in 

in 

in 

m 

in 

■D 

0) 

rH 

rH 

>— t 

rH 

i-t 

,— i 

in 

i — 1 

1 — 1 

rH 

1 — 1 

QJ 

> 

<Ti 

tr\ 

sr. 

cr 

a\ 

CTl 

a\ 

1^ 

> 

*— 1 

rH 

rH 

r-l 

i— i 

rH 

CTl 

rH 

rH 

rH 

0 

id 

M 

2 

o 

Cu 

CO 

a 

X 

O 

IS 

CP 

JJ 

QJ 

m 

c 

C 

> 

CO 

00 

Ihl 

•rH 

•r-t 

CO 

QJ 

ID 

cn 

0 

CO 

0) 

3 

rH 

"D 

cu 

kj 

T3 

JJ 

I) 

01 

3 

01 

c 

•iH 

JJ 

JJ 

JJ 

CO 

C 

01 

> 

CO 

'  C 

CO 

O 

a- 

rH 

'T-t 

u 

QJ 

41 

QJ 

ID 

3 

o 

kj 

O 

JJ 

QJ 

3 

E 

JJ 

Li 

tH 

O 

kj 

ID 

CO 

0 

>. 

O 

JJ 

> 

IIH 

c 

a 

ID 

Z 

C 

> 

kj 

ai 

jj 

rH 

a 

o 

CD 

a> 

CO 

3 

C 

(0 

IN 

o 

JZ 

o 

U 

cc 

Ol 

jj 

0 

ID 

c 

V 

JJ 

3 

0 

<— 1 

0 

JJ 

rH 

co 

hB 

JJ 

k4 

c 

■a 

a 

3 

E 

ID 

41 

c 

T> 

c 

JJ 

0 

0 

QJ 

0 

QJ 

CO 

IS 

x: 

•H 

kj 

X 

•H 

0 

•rH 

c 

QJ 

jj 

T> 

01 

CM 

> 

kj 

4J 

0 

CO 

QJ 

u 

JJ 

ns 

•H 

k~J 

c 

ID 

ID 

ID 

CO 

JJ 

tv 

c 

a 

JJ 

<D 

•H 

QJ 

JO 

QJ 

ID 

CO 

0 

jj 

& 

•H 

J= 

0> 

a 

41 

JJ 

09 

u 

■H 

O 

01 

T3 

l 

to 

kj 

JJ 

o 

CO 

kj 

jj 

■M 

(0 

-D 

•» 

rH 

QJ 

C 

c 

JJ 

o 

c 

UJ 

ID 

•H 

> 

CO 

o 

c 

T> 

o> 

o 

•o 

c 

CO 

01 

QJ 

JT 

ID 

0 

JJ 

kj 

•H 

■H 

■H 

c 

0) 

QJ 

E 

c 

V 

a 

WJ 

c 

c 

> 

JJ 

JJ 

IS 

kj 

QJ 

QJ 

u 

QJ 

a 

QJ 

Q> 

J 

0 

ID 

ID 

a 

a 

kJ 

A 

3 

ij 

■D 

V. 

kj 

a 

N 

e 

•H 

•H 

a 

a 

-H 

O 

V 

a 

C 

t-t 

o 

O 

3 

i-j 

CO 

CO 

E 

2 

J-* 

o 

0) 

i2 

a 

O 

CO 

c 

QJ 

X 

m 

*u 

"0 

kj 

rH 

jj 

JJ 

a 

JJ 

c 

ID 

ID 

3 

=H 

c 

C 

jj 

ID 

o 

QJ 

a 

ID 

O 

JJ 

o 

CJ 

o 

u 

u 

c 

O 

o 

E 

E 

-rH 

HI 

c 

N 

-H 

E 

c 

QJ 

J3 

o 

O 

OJ 

Oj 

> 

a 

E 

a> 

•pH 

JJ 

01 

•H 

E 

ij 

E 

jz 

X 

Oj 

kj 

to 

0 

0"> 

ID 

o-> 

JJ 

QJ 

J= 

c 

O 

QJ 

ID 

o 

JZ 

kj 

ID 

JJ 

ID 

QJ 

cr 

JJ 

QJ 

U 

en 

IH 

e 

o> 

C 

•H 

c 

a 

ra 

CO 

U-l 

c 

O 

1 

C7> 

e 

O 

a 

ID 

T> 

c 

■S 

QJ 

O 

-H 

JJ 

5h 

kj 

cn 

c 

o> 

•rl 

ID 

e 

3 

ID 

0) 

CJ 

jj 

CO 

CO 

jO 

a 

c 

-rJ 

JJ 

o 

j3 

E 

X 

•H 

QJ 

u 

t7> 

CO 

c 

<u 

> 

CO 

01 

3 

c 

"D 

jj 

jj 

kj 

o 

JJ 

■o 

CO 

a> 

QJ 

t-l 

JJ 

C 

01 

o 

o 

"H 

ID 

> 

CO 

ID 

Q) 

c 

f-1 

JjC 

O 

0) 

0) 

ID 

C 

>l 

JJ 

ID 

O 

ID 

JJ 

Oj 

QJ 

0 

>i 

4' 

3 

a 

kj 

ID 

to 

a,  co 

JJ 

O 

C 

lj 

■D 

0) 

■D 

a; 

JJ 

c 

a 

c 

Qj  JJ 

o 

0> 

JZ 

a 

c 

QJ 

CO 

0 

Eh 

to 

c 

•H 

0 

-1 

u  c 

QJ 

01 

QJ 

£ 

JJ 

-H 

01 

QJ 

kj 

4-> 

0) 

u 

JJ 

10 

JJ 

■D 

ID 

CO 

ID 

ID 

Q) 

o 

u 

to 

o 

jj 

kJ 

01 

in 

a 

JZ  —I 

O 

o 

O 

01 

QJ 

u 

>y  ID 

QJ 

QJ 

ai 

c 

kj 

0J 

a> 

CO  U) 

a 

J= 

X 

rH  0 

3 

■H 

•r~i 

QJ 

QJ 

o 

JJ 

o 

•H  a> 

>i 

a 

> 

QJ 

QJ 

cr 

J3 

O 

■H 

•u 

ai 

X 

rH  kj 

U 

Ij 

QJ 

JJ 

is 

4> 

ID 

u 

a 

•H 

0J 

> 

CO 

Qi 

JJ 

ID 

QJ 

ID 

JC 

ID 

•w 

a 

O  U 

kj 

JJ 

cu 

*i-t 

> 

> 

-rl 

0 

ID  <U 

e 

> 

E 

QJ 

JJ 

3 

E 

•H  IH 

o 

o 

JJ 

jj  E 

•H 

-i-t 

jj 

C 

rj 

QJ 

I4J 

E 

0J 

kj 

IS 

0 

E 

CO  O 

u 

ID 

u 

ID 

0) 

QJ 

X 

0)  14J 

o 

0 

« 

2 

ID 

i-i 

ID 

Cu 

2 

a, 

E 

a 

u 

e  o 

c 

kj 

o 

UJ 

to 

-H 

CO 

JJ 

JJ 

JJ 

u 

a 

ID 

< 

< 

a 

a 

< 

2 

a 

< 

< 

< 

< 

0 

kj 

jj 

Cu 

c 

0> 

W 

3 

y 

JJ 

QJ 

ID 

X 

ID 

> 

c 

■D 

kj 

u 

JZ 

0 

•H 

QJ 

■D 

JJ 

kj 

■o 

■H 

JZ 

0) 

a 

c 

c 

JJ 

jj 

>i 

Cu 

QJ 

41 

■H 

u 

ID 

E-i 

< 

> 

M 

< 

Oj 

a 

2 

CJ 

JJ 

Z> 

2 

c 

« 

to 

o 

II 

II 

ii 

II 

1J 

o 

* 

< 

Oj 

a 

2 

CO 

217 


Of  the  25  approved  waivers,  the  vast  majority  (19)  involved 
Section  1915(b)(1)  authority  governing  primary  care  case 
management.     Only  4  involved  1915(b)(3)  authority  regarding  shared 
savings,  and  7  involved  1915(b)(4)  authority  which  restricted 
recipients  to  efficient  and  cost-effective  care.     No  waiver  involved 
1915(b)(2)  activity  covering  central  brokers,  and  several  waivers 
included  more  than  one  type  of  waiver  authority. 

The  19  waivers  involving  primary  care  case  management  were 
awarded  in  the  following  States  (with  the  number  of  waivers  in  each 
State  in  parentheses) : 

California  (1)  New  York  (1) 

Colorado  (2)  North  Carolina  (1) 

Kentucky  (1)  Pennsylvania  (1) 

Massachusetts  (1)  Tennessee  (2) 

Michigan  (5)  Utah  (1) 

New  Hampshire  (1)  Wisconsin  (2) 

Nine  of  these  19  waivers  were  statewide;  the  rest  were  implemented 
in  selected  sites  or  were  scheduled  to  be  phased-in  over  a  period  of 
time. 

The  4  waivers  involving  shared  savings  with  recipients  were 
approved  in  the  following  4  States: 

Kentucky  (1)  Tennessee  (1) 

North  Carolina  (1)  Wisconsin  (1) 

These  efforts  generally  occurred  alongside  other  2175  waiver 
activity  in  these  States,  especially  primary  care  case  management 
activity. 

The  7  waivers  which  involved  restricting  recipients  to 
efficient  and  cost-efficient  providers  were  approved  in  6  States: 

California  (1)  Utah  (1) 

Kentucky  (1)  Washington  (1) 

Michigan  (2)  Wisconsin  (1) 

Four  of  these  were  statewide,  1  was  phased-in,  and  1  was  applied  in 
only  selected  counties.     (Information  on  the  seventh  was  not 
provided  in  the  IHPP  report. )     In  all  but  one  State,  these  waivers 
occurred  alongside  other  2175  waiver  activity.     Included  among  these 
1915(b)(4)  waivers  is  the  waiver  authorizing  California's  Selective 
Provider  Contracting  Program,  described  earlier  in  this  chapter. 

In  sum,  the  OBRA  provision  allowing  f reedom-of-choice  waivers 
appears  to  have  generated  changes  in  at  least  13  States  to  date, 
primarily  in  the  area  of  primary  care  case  management.     Data  do  not 
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yet  permit  an  evaluation  of  the  impact  of  these  changes  on  Medicaid 
program  costs,  but  one  of  HCFA's  recently  awarded  Long-Term 
Evaluation  Contracts  will  address  this  issue  area  over  the  next  few 
years. 

6.5  Copayments 

In  an  attempt  to  increase  cost-consciousness  among  Medicaid 
recipients,  TEFRA  allowed  States  to  extend  limited  copayment 
requirements  for  certain  services  to  the  categorically  needy.  Prior 
to  TEFRA,  States  were  allowed  to  impose  nominal  copayments  on  (1) 
optional  services  for  both  the  categorically  needy  and  the  medically 
needy,  and  (2)  mandatory  services  for  the  medically  needy  only.  The 
passage  of  TEFRA  allowed  States  to  extend  "nominal"  copayments  for 
certain  mandatory  services  provided  to  the  categorically  needy, 
though  the  "nominal"  requirement  could  be  waived  in  special 
situations.     ("Nominal"  was  defined  by  previous  regulations  as 
between  $0.50  and  $3.00  per  service.) 

But  while  TEFRA  expanded  the  potential  use  of  copayments,  it 
also  explicitly  prohibited  the  application  of  copayments  in  the 
following  situations: 

1)  for  categorically  and  medically  needy  persons  under  age  18 
(or  under  age  21,  at  State  option) 

2)  for  categorically  and  medically  needy  patients  in  ICFs  and 
SNFs 

3)  for  categorically  needy  enrollees  in  HMO's  (or  for  both 
categorically  and  medically  needy  enrollees,  at  State  option) 

4)  for  services  related  to  pregnancy  (or  for  all  services 
provided  to  pregnant  women,  at  State  option) 

5)  for  emergency  and  family  planning  services. 

State  Response  to  TEFRA  Copayment  Provisions 

Preliminary  State  Program  Characteristics  data  for  March  1983 
reveal  that  25  States  including  the  District  of  Columbia  had 
copayments  of  one  form  or  another.    These  copayments  were  applied 
most  frequently  to  drug  purchases  (19  States),  but  were  also  applied 
to  a  variety  of  other  services,  such  as  optometrist,  chiropractor, 
and  outpatient  services.     Exhibit  6-6  lists  the  services  subject  to 
copayments. 

Currently  available  data,  however,  do  not  identify  those 
copayments  enacted  as  a  result  of  TEFRA.    Most  of  the  copayments  in 
effect  in  March  1983,  were,  in  fact,  in  effect  prior  to  TEFRA.  As 
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Exhibit  6-6 

Services  Subject  to  Copayments  As  of  March  1983* 


(Number  of  States  in  parentheses) 


Drugs 

(19) 

Dental 

(10) 

Optometrist 

(8) 

Outpatient 

(6) 

Podiatrist 

(6) 

Chi  ropractor 

(6) 

Eyeglasses 

(5) 

Dentures 

(5) 

Prosthetic  Devices,  Selected 

(e.g.,  hearing  aids,   orthopedic  shoes) 

(5) 

Inpatient,  Selected** 

(5) 

Physician 

(3) 

Clinic 

(3) 

Transportation,  Selected 

(3) 

Speech,  Hearing,  or  Language 

(3) 

Psychologist 

(2) 

Medical  Equipment/Supplies 

(2) 

Rehabilitation 

(2) 

Physical  or  Occupational  Therapy 

(2) 

Emergency  Room,  Selected 

(1) 

Optician 

(1) 

ICF,  Selected 

(1) 

SNF,  for  those  under  21 

(1) 

*  Information  on  one  State  not  available;  information  on  6  States  tentative. 
**  1  State  with  a  $30  deductible  not  included. 


SOURCE :  Preliminary  1983  Program  Characteristics  data  released  by  La  Jolla 
Management  Corporation. 
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of  March  1983,  only  4  States  appeared  to  have  added  copayments  on 
mandatory  services  for  the  categorically  needy.     And  it  is  difficult 
to  infer  from  existing  data  whether  these  copayments  were  enacted 
under  TEFRA  authority,  since  most  of  these  new  copayroents  exceeded 
"nominal"  levels  and  may  have  required  special  waivers.  Illinois, 
for  example,  imposed  a  variable  copayment  on  inpatient  hospital 
services  for  the  categorically  needy.    Missouri  imposed  a  $10.00 
copayment  on  inpatient  hospital  care  and  a  $3.00  copayment  on 
outpatient  care  for  the  categorically  needy.    South  Dakota  imposed  a 
$25.00  copayment  on  inpatient  hospital  stays,  and  a  5%  cost-sharing 
requirement  on  outpatient  care  for  the  categorically  needy.  And 
Wisconsin  adopted  a  $75.00  copayment  requirement  for  inpatient 
hospital  stays  for  mental  disease,  and  a  variable  copayment  for 
outpatient  care  for  the  categorically  needy.     In  Illinois,  South 
Dakota,  and  Wisconsin,  these  specific  changes  coincided  with  other 
copayment  extensions.     In  Missouri,  these  changes  were  part  of  other 
reforms  which  extended  some  and  eliminated  other  copayroents. 

In  sum,  currently  available  data  do  not  yet  identify  which 
States  have  imposed  copayment s  directly  in  response  to  TEFRA. 
Nevertheless,  it  appears  TEFRA  has  not  yet  generated  massive  changes 
in  State  copayment  schedules.    As  of  March  1983,  less  than  a  handful 
of  States  had  imposed  copayments  which  could  have  been  authorized  by 
TEFRA. 

In  addition,  it  is  difficult  to  discern  an  overall  trend  in  the 
use  of  copayments  ( TEFRA-related  and  others)  by  State  Medicaid 
programs.     From  February  1982  to  March  1983,  6  States  added 
copayments,  4  States  eliminated  copayments,  and  3  States  both  added 
and  subtracted  copayments.     These  changes,  summarized  in  Exhibit 
6-7,  suggest  that  States  are  still  experimenting  with  copayment 
provisions.     They  may  not  be  uniformly  convinced  of  the  desirability 
or  effectiveness  of  such  provisions. 

An  evaluation  of  copayments  will  be  the  subject  of  one  of 
HCFA's  Long-Term  Medicaid  Evaluation  contracts  over  the  next  three 
years.     The  evaluation  will  determine  the  effects  of  copayments  on 
utilization  and  expenditures. 

6.6  Eligibility 

Medicaid  eligibility  policies  have  been  a  recurring  subject  for 
legislative  change  in  the  1980s.     Each  of  the  three  major  pieces  of 
Medicaid  legislation  through  1982  have  included  changes  that  relate 
to  eligibility  provisions. 

ORA  allowed  States  to  take  into  account  the  value  of  property 
transferred  by  individuals  in  the  two  years  prior  to  Medicaid 
application.    This  option  permitted  States  to  deny  Medicaid 
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eligibility  to  individuals  who  transferred  their  property  for  less 
than  the  fair  market  value  in  order  to  become  eligible  for  SSI 
and/or  Medicaid. 

OBRA  had  numerous  provisions  that  related  to  Medicaid 
eligibility.    Many  changes  were  made  by  OBRA  at  the  Federal  level  to 
immediately  reduce  the  number  of  AFDC  cash  assistance  recipients 
nationwide.    These  AFDC  changes  of  course  affected  Medicaid  in  all 
States  as  well.     OBRA  also  made  several  direct  changes  to  Medicaid 
with  regard  to  eligibility.    Most  of  the  Medicaid  changes  were 
designed  to  increase  State  flexibility  with  regard  to  the  groups 
which  could  be  included  for  Medicaid  coverage. 

OBRA  AFDC-related  changes  of  significance  involved  the 
imposition  of  an  income  limit  at  150  percent  of  the  need  standard,  a 
cap  on  liquid  resources  to  $1,000  per  case,  a  mandate  to  all  States 
for  monthly  income  reporting,  and  several  modifications  to  the 
treatment  of  earned  income  disregards,  including  standardizing  work 
expenses  to  $75  a  month,  setting  a  monthly  child  care  maximum  at 
$160,  limiting  the  use  of  the  $30  and  1/3  disregard  to  the  first 
four  months  of  enrollment,  and  changing  the  sequence  of 
consideration  of  the  disregards  and  work  expenses  in  the  payment 
determination  process. 

The  key  direct  Medicaid  changes  in  OBRA  as  implemented  by 
Federal  regulations  included  (1)  restructuring  of  the  requirements 
for  the  medically  needy  program  to  allow  States  to  cover  only  one 
eligibility  group  or  a  combination  of  groups  and  to  vary  the 
financial  eligibility  requirements  by  group;   (2)  repeal  of  the 
requirement  that  AFDC-related  children  18-21  years  of  age  must  be 
covered  by  Medicaid;   (3)  restructuring  of  coverage  of  "Ribicoff" 
children,  allowing  States  to  set  a  maximium  age  for  such  children  at 
18  to  20  years;  and  (4)  addition  of  AFDC  optional  categorically 
needy  groups  to  cover  pregnant  women  and  participants  in  subsidized 
employment . 

Two  significant  eligibility-related  changes  were  included  in 
TEFRA.     First,  States  were  extended  the  option  to  impose  liens  on 
the  homes  of  institutionalized  enrollees  who  are  likely  to  remain  in 
a  nursing  home.    This  policy  option  had  been  virtually  eliminated 
with  the  conversion  to  the  SSI  program  in  1974.     However,  the  rising 
costs  of  nursing  home  care  prompted  Federal  legislators  to 
reinstitute  this  option  to  States  at  least  for  Medicaid.    A  second 
eligibility  change  included  in  TEFRA  was  to  extend  to  States  the 
option  to  allow  certain  disabled  children  to  become  eligible  for 
Medicaid  while  living  at  home,  when  under  past  Medicaid  law,  they 
would  have  been  eligible  only  in  an  institution.    These  children  are 
often  referred  to  as  the  "Katie  Beckett"  children  for  the  young  girl 
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in  Iowa  whose  situation  brought  this  eligibility  issue  to  the 
forefront.     Under  previous  Medicaid  law,  parental  resources  and 
income  were  not  "deemed"  to  be  available  to  a  disabled  child  in  an 
institution,  but  they  were  regarded  as  available  for  a  child  living 
at  home.     TEFRA  gave  States  the  option  to  waive  the  deeming 
requirements  for  disabled  children  who  could  be  treated  at  home 
rather  than  in  an  institution  if  home  care  would  be  less  expensive 
and  medically  and  socially  appropriate. 

State  Responses  to  Eligibility  Changes 

Some  of  the  new  eligibility  options  to  States  introduced  by 
Federal  legislation  in  the  1980" s  have  produced  considerable 
response  at  the  State  level  while  others  have  not.     Unless  otherwise 
indicated,  all  of  the  information  reported  on  State  changes  come 
from  preliminary  1983  Program  Characteristics  data  by  La  Jolla. 

The  ORA  change  to  allow  States  to  prohibit  transfer  of  assets 
in  the  2  years  prior  to  Medicaid  application  has  been  adopted  by 
30-35  States,  according  to  estimates  from  HCFA's  Eligibility  Policy 
Branch.    Four  States  (New  Hampshire,  North  Carolina,  North  Dakota, 
and  Virginia),  according  to  preliminary  1983  Program  Characteristics 
data,  have  gone  even  further  and  opted  for  more  stringent 
requirements.     Two  States  will  make  the  retroactive  period  3  years. 
Another  two  States  will  extend  the  period  of  ineligibility  beyond 
two  years  if  the  value  of  the  transferred  assets  was  more  than 
$12,000. 

With  regard  to  OBRA  eligibility  options,  State  response  has 
been  variable.    Of  greatest  interest,  no  State  so  far  has  adopted  a 
limited  medically  needy  program.    Apparently  the  only  States  even 
considering  it  are  States  without  medically  needy  programs 
currently.     Thus,  it  does  not  appear  that  this  option  will  be  used 
to  reduce  program  costs. 

At  least  7  States  have  set  the  maximum  age  for  their  coverage 
of  Ribicoff  children  at  less  than  21  years  of  age.  Thirty-one 
States  have  elected  to  cover  pregnant  women  as  an  optional 
AFDC-related  categorically  needy  group,  while  only  3  States  have 
opted  for  the  coverage  of  participants  in  subsidized  employment. 

Eleven  States  have  responded  to  the  TEFRA  option  allowing 
States  to  cover  certain  disabled  children  living  at  home  who  would 
previously  have  been  eligible  only  in  an  institution  (the  so-called 
"Katie  Beckett"  children).     Interestingly,  no  States  have  yet  moved 
to  exercise  the  option  of  imposing  liens  on  the  homes  of  the 
institutionalized,  according  to  HCFA's  Eligibility  Policy  Branch. 
However,  program  regulations  have  yet  to  be  released  on  how  such 
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liens  would  work.     Although  many  States  are  reportedly  interested  in 
this  option,  they  appear  to  be  reluctant  to  move  until  regulations 
clarify  how  such  a  provision  might  work. 

In  sum,  States  seem  to  have  used  the  greater  flexibility  in 
Medicaid  eligibility  policies  afforded  them  by  recent  Federal 
legislation  both  to  contract  and  expand  Medicaid  eligbility 
coverage.     Probably  the  greatest  contraction  to  date  has  occurred 
wih  the  ORA  transfer  of  asset  options.     The  expansion  has  primarily 
been  due  to  State  decisions  to  cover  newly  available  optional  groups. 

However,  it  should  be  remembered  that  OBRA  mandated  that  all 
States  implement  changes  which  would  reduce  the  number  of  AFDC 
recipients.    The  reductions  in  the  AFDC  caseload  presumably  reduced 
Medicaid  enrollment  and  costs  as  well. 

6. 7    Family  Responsibility 

Although  there  have  been  no  recent  Federal  changes  in  Medicaid 
law  which  alter  the  legal  responsibilities  of  the  families  of 
Medicaid  beneficiaries,  there  is  growing  interest  at  both  the 
Federal  and  State  levels  to  develop  alternative  family 
responsibility  requirements  which  address  some  of  the  deficiencies 
in  existing  Medicaid  program  policies.     Policymakers  recognize  that 
some  Medicaid  provisions  serve  as  disincentives  to  families  to  care 
for  their  elderly  and  disabled  kin.     For  example,  it  is  more 
difficult  to  qualify  for  SSI,  and  therefore  Medicaid,  if  you  are 
living  in  the  household  of  another.     Second,  it  is  easier  to  qualify 
for  Medicaid  as  a  nursing  home  resident  than  as  as 
non-institutionalized  applicant.     The  income  levels  for 
institutional  care  are  higher  than  those  used  for  applicants  living 
at  home.     This  eligibility  provision,  while  designed  to  assist 
persons  without  other  recourse  to  receive  nursing  home  care,  also 
serves  as  an  incentive  to  some  families  to  institutionalize  their 
disabled  or  elderly  kin,  when  non-institutional  care  alternatives 
are  not  available.    Third,  the  deeming  of  spouses'  and  parents' 
incomes  is  generally  less  restrictive  if  the  beneficiary  is  being 
cared  for  in  an  institution.     In  non-209(b)  States,  Medicaid  cannot 
deem  the  income  of  spouses  or  parents  of  institutionalized 
applicants  beyond  the  first  month  of  institutionalization. 

Given  these  disincentives  to  family  care  inherent  within 
Medicaid  policy,  there  is  interest  at  both  the  Federal  and  State 
levels  to  develop  alternative  family  responsibility  policies.  A 
variety  of  alternatives  are  being  considered.    Most  have  the 
objective  of  increasing  incentives  to  families  of  persons  at  risk  of 
nursing  home  placement  not  to  institutionalize  their  impaired 
relatives,  but  to  seek  alternative  modes  of  care  in 
non-institutional  settings.     The  policies  are  designed  either  to 
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create  a  financial  disincentive  to  institutionalize  (the  stick 
approach)  or  a  positive  financial  incentive  to  provide  family  care 
(the  carrot  approach). 

Policies  using  the  "stick"  approach  propose  to  impose  greater 
financial  responsibility  on  the  adult  children  (and/or  parents)  of 
institutionalized  Medicaid  recipients.     In  February  1983,  HCFA 
issued  a  clarification  which  indicated  that  State  laws  of  general 
applicability  requiring  adult  family  members  to  support  adult 
relatives  do  not  violate  Medicaid  statutes  (42  CFR  435.602  and 
436.602)  which  required  States  to  consider  only  the  income  and 
resources  of  parents  and  spouses  of  Medicaid  applicants  in 
determining  eligibility  (HCFA  State  Medicaid  Manual,  1983).  The 
purpose  of  the  clarification  was  to  allow  States  the  flexibility  of 
imposing  family  responsibility  requirements  on  the  relatives  of 
institutionalized  Medicaid  recipients,  should  they  so  choose,  as 
long  as  such  requirements  were  made  under  a  State  statute  of  general 
applicability. 

While  this  clarification  received  a  strong  negative  reaction 
from  the  public  media  and  from  advocacy  groups,  several  States  have 
expressed  interest  in  this  policy  option  primarily  as  a  means  to 
deter  upper  income  families  from  abrogating  financial  responsibility 
for  their  elderly  kin.     As  part  of  this  study,  USR&E  monitored 
States'   responses  to  HCFA's  clarification  through  phone  contacts 
with  States  which  were  known  to  be  considering  family  responsibility 
legislation.     States  surveyed  included  New  York,  Georgia,  Virginia, 
Wisconsin,  Delaware  and  Idaho.    While  legislation  proposing 
broadened  family  responsibility  laws  have  been  submitted  in  all 
these  States,   in  only  one  State  —  Idaho  —  has  the  legislation  been 
approved  and  implemented.     Given  the  political  sensitivity  of  family 
responsibility  programs,  many  States  have  chosen  to  draw  upon 
Idaho's  experience  with  its  program  before  moving  ahead  with  their 
own  programs. 

HB  28,  passed  by  the  Idaho  State  legislature  early  in  1983, 
requires  adult  children  and  parents  of  institutionalized  Medicaid 
recipients  to  be  assessed  for  a  portion  of  the  Medicaid  payment 
amount.     The  legislation  designated  the  Idaho  Department  of  Health 
and  Welfare  as  the  agency  responsible  for  developing  specific 
regulations  and  for  administering  the  program.     To  address  public 
reaction  to  the  program,  the  Department  decided  to  conduct  four 
public  hearings  on  proposed  regulations.     Draft  regulations  were 
drawn  up  which  set  forth  a  number  of  options  concerning: 

•  the  deeming  of  income  of  spouses  of  responsible  relatives; 

•  the  amount  of  responsible  relatives'   income  considered 
available;  and 

•  the  monthly  assessment  amount  for  various  levels  of 
available  income  and  various  family  sizes. 
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After  input  was  obtained  at  the  public  hearings,  the  Department 
issued  final  regulations  and  the  program  became  effective  on  October 
10,  1983.     In  the  final  regulations,  assessments  generally  do  not 
begin  until  total  annual  income  reaches  at  least  three  times  the 
poverty  level.     Assessments  are  established  at  4%  of  adjusted  annual 
income,  after  deductions.     For  example,  a  family  of  four  earning 
$30,000  per  year,  with  an  estimated  adjusted  income  of  $20,700, 
would  be  required  to  contribute  $69  per  month  for  the  cost  of  a 
relative's  nursing  home  care. 

Idaho,  along  with  three  other  States  —  Oregon,   Iowa  and 
Arizona  —  is  also  experimenting  with  the  "carrot"  approach  by 
providing  tax  incentives  to  families  of  Medicaid  beneficiaries  who 
contribute  financially  to  the  care  of  their  elderly  kin.  Each 
State's  tax  incentive  program  is  designed  differently  in  terms  of 
who  is  eligible  to  take  the  credit,  the  amount  of  expenses  which  can 
be  deducted,  and  the  eligibility  requirements  of  the  care  receiver. 
For  example,  Oregon  provides  a  tax  credit  against  expenses  incurred 
by  a  family  member  of  any  elderly  person  60  years  of  age  or  older. 
Iowa  allows  a  larger  deduction,  up  to  $5,000  of  incurred  expenses, 
but  the  care  receiver  must  be  unable  to  live  independently  and  be 
otherwise  eligible  for  public  assistance.    Arizona,  recognizing  that 
a  relatively  small  proportion  of  its  elderly  population  have 
children  who  also  live  in  the  State,  extends  its  tax  benefit  to  any 
informal  caregiver,   related  or  unrelated,  to  the  care  receiver. 

All  of  these  tax  incentive  programs  have  only  been  recently 
enacted,  and  there  is  no  available  information  on  the  impact  of  tax 
incentives  on  increasing  the  level  of  informal  care  provided  by 
families.     Further,  participation  in  these  tax  incentive  programs  to 
date  has  not  been  widespread,  since  public  awareness  of  the 
availability  of  the  tax  credit  takes  time  to  develop.     However,  HCFA 
has  funded  a  research  grant  with  the  Center  for  Health  and  Social 
Services  Research  to  conduct  a  three-year  study  of  the  impact  of  tax 
incentives  on  increasing  the  level  of  care  provided  by  informal  care 
givers  and  on  reducing  the  demand  for  publicly-provided  long-term 
care  services.     Information  emerging  from  this  study  will  be  useful 
in  ascertaining  the  relative  costs  and  benefits  of  the  tax  incentive 
approach  and  in  learning  how  to  target  tax  incentives  most 
effectively. 

6. 8    Future  Evaluation  of  Medicaid  Policy  Issues 

The  HCFA  Office  of  Research  and  Demonstrations  has  recently 
initiated  the  sequel  to  the  Short-Term  Evaluation  study:  a 
three-year  evaluation  effort  to  assess  Medicaid  program  changes 
resulting  from  ORA,  OBRA,  and  TEFRA  legislation.     This  effort,  the 
Medicaid  Program  Evaluation,  began  on  September  30,  1983,  and  will 
culminate  on  September  30,  1986,  with  evaluation  findings  on 
selected  policy  issues.     The  Medicaid  Program  Evaluation  focuses  on 
most  of  the  same  policy  issues  originally  selected  in  the  Evaluation 
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Options  for  Medicaid  report,  and  addressed  in  this  Short-Term 
Evaluation  report.     The  topics  to  be  covered  by  the  long-term  study 
include : 


1)  Home  and  Community-Based  Waiver  Program.     An  evaluation 
effort  to  assess  whether  home  and  community-based  service 
coverage  can  indeed  reduce  Medicaid  expenditures  by 
diverting  persons  from  more  expensive  long-term  care 
services. 

2)  Financial  Incentives  for  Family  Care.     A  policy  analysis  of 
alternative  family  incentive  options  being  tried  by  States, 
to  develop  recommendations  on  Medicaid  program  changes 
which  would  enhance  incentives  for  family  care. 

3)  Inpatient  Hospital  Reimbursement.     A  major  study  of  the 
impacts  of  new  inpatient  hospital  reimbursement 
methodologies,  with  a  primary  focus  on  the  California 
Selective  Provider  Contracting  Program. 

4)  Freedom-of-Choice  Waivers.    An  assessment  of  how 
limitations  on  freedom-of -choice  provisions  have  affected 
Medicaid  program  costs,  as  well  as  access  to  and  quality  of 
care  provided  to  beneficiaries. 

5)  Eligibility.  A  comprehensive  analysis  of  how  recent 
Medicaid,  AFDC  and  SSI  program  changes  have  affected 
Medicaid  enrollment  and  expenditures. 

6)  Cost-Sharing .     A  quantitative  analysis  of  the  effect  of 
cost-sharing  requirements  on  reducing  inappropriate 
utilization  of  Medicaid  services,  as  well  as  the  possible 
untoward  effects  of  cost-sharing  requirements  on  program 
access. 

7)  Federal  Financial  Participation.     A  study  of  Federal 
program  savings  achieved  by  reductions  in  Federal  matching 
funds,  and  State  responses  to  these  cutbacks. 

8)  Omnibus  Reconciliation  Act  of  1983.    A  study  to  monitor 
even  more  recent  legislative  changes  in  the  Medicaid 
program,  and  the  potential  impacts  of  such  changes. 

9)  Synthesis.    A  study  which  will  prepare  an  annual 
interpretation,  summary,  and  synthesis  of  evaluation 
results  emerging  from  the  eight  studies  listed  above. 
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The  Medicaid  Program  Evaluation  is  being  conducted  through 
three  separate  contracts  with  private  research  firms.    The  results 
of  the  evaluation  will  be  used  by  HCFA  and  other  Medicaid 
policymakers  to  guide  future  legislative  and  policy  changes. ^ 


4 'For  futher  information  on  the  status  of  the  Medicaid  Program 
Evaluation,  contact  the  project  officer,  Gerald  Adler,  at  (301) 
597-1414  (FTS  997-1414),  or  write  Medicaid  Program  Evaluation,  HCFA 
Office  of  Research,  Oak  Meadows  Building,  2C14,  6325  Security 
Boulevard,  Baltimore,  Maryland  21207. 
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